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Peacetime Selling 


O DECLINE in the ratio of sales 

costs to total sales volume from 
that established in the prewar period is 
expected by the majority of executives 
replying to this month’s survey of busi- 
ness practices. In fact, about 40% of the 
164 companies participating in the survey 
expect that postwar sales costs will be 
higher than prewar. 

The main reason given for this belief 
is the fact that, once we have passed a 
relatively short easy-selling period during 
which acute shortages that have developed 
during the war have been made up, com- 
petition is expected to be much more in- 
tense than before the war. 

At the same time it is expected that 
salesmen’s salaries and expenses will be 
higher. In addition, many companies are 
expecting to market new products and, at 
least during the promotional stages, costs 
of selling and advertising these new items 
will be relatively high. 


BIGGER BUDGETS 


Another point developed in the survey 
was that considerably more than half the 
companies are planning to increase their 
advertising budgets above the prewar 
levels, but that in most cases the budget 
is not expected to be any greater in re- 
lation to sales volume. 

No revolutionary changes are expected 
to take place in promotional plans, pro- 
cedures and techniques. Perhaps the most 
important basic change to be expected in 
this type of activity is the increasing use 
of the so-called “engineering salesman” 
who not only does a simple selling job, but 
also analyzes his customers’ needs and en- 
deavors to make sure that the product, 
once sold, is utilized’in the most efficient 
way. This type of salesman, long used by 
many companies, is apparently to become 


increasingly prevalent in those industries 
selling producers’ goods direct. 


COST FACTOR 

The possibility of reducing distributors’ 
costs has been considerably discussed in 
recent months. More recently, however, 
the danger of complete acceptance of the 
contention that distribution costs are too 
high has been pointed out by consultants 
and sales managers, One authority in this 
field has stated that “our true objective 
is not lower distribution costs—but lower 
consumer or user prices that would return 
a fair profit.” It is conceivable that many 
industries might find it possible to increase 
the sales of their products, by paying 
more rather than less for distribution, to 
a point where lowered production and 
overhead costs might result in a better 
price to the final consumer. The effort 
should be made not necessarily toward de- 
creasing distribution costs but toward 
eliminating distribution wastes. 

“It seems to me there has been a great 
deal of unrealistic thinking about the pos- 
sibility of reducing costs of distribution,” 
writes a manufacturer in the industrial 
machinery industry. “It is true that pres- 
ent methods of distribution of many prod- 
ucts seem clumsy and expensive, and in 
many products the cost of distribution 
seems out of all proportion to the cost of 
manufacture. On the other hand, it is dif- 
ficult to make any plans which will achieve 
the necessary volume of distribution and 
at the same time accomplish that at a 
lower cost.” 

In retail distribution, there is room for 
greater efficiency, declares a manufactur- 
er of men’s apparel. “This, however, is 
limited by the service that the buying 
public has always demanded, and, when 

1Marvin Bower, “ ‘Distribution Costs too Much’ is a 
Dangerous Slogan,” Printers’ Ink, October 27, pp. 26-82. 
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competition again controls and shortages 
are eliminated, these services will un- 
doubtedly be resumed.” 


PRODUCTION FACTOR 

A company in the electrical equipment 
industry believes that the greatest savings 
in the future, as in the past, will have to 
take place in production rather than in 
distribution. “As soon as the backlog of 
demand has been satisfied, we anticipate 
that competition will be more aggressive 
than it has ever been in the past. Sales 
effort, therefore, will have to be increased 
with increased sales cost per dollar of sales. 
In other words, we are not especially 
hopeful that we can discover some new 
method or methods of distribution which 
will result in marked savings in distribu- 
tion costs. We feel it is still in production 
methods that we will have to make our 
greatest savings and do not believe we 
have reached the ultimate in production 
efficiency by any means.” 

A manufacturer of machine tools em- 
phatically concurs with the belief that 
we are by no means approaching maxi- 
mum efficiency in production. 

“I think it is perfectly foolish,” he 
writes, “for anyone to believe that Ameri- 
can industry has reached something ap- 
proaching its highest level of production 
efficiency—that point will never be 
reached. Productive machinery is being 
constantly improved and made to operate 
more easily and faster and there is likely 
no one machine shop in the whole United 
States that is 100% efficient in its me- 
chanical equipment; in fact, hardly any 
industry can keep up with the rapid 
change in design. Most shops have some 
of the newer machines, but I do not know 
one of them that has all of the newer ma- 
chines.” 

On the other hand, a company making 
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and selling iron and steel products be- 
lieves that it is in the field of distribution 
that we must look for future cost reduc- 
tions. This is going to be hard to achieve, 
however, since “the American public has 
been educated to expect many conveni- 
ences and services in connection with dis- 
tribution, and this attitude, together with 
strong competition in many lines, would 
seem to create quite an obstacle to lower 
distribution costs.” 


HIGHER COSTS 


In general, selling costs are expected to 
be higher because of the need 


for consumer education: 

“We estimate that our selling costs 
for our product will be higher in rela- 
tion to dollar sales than before the war, 
because of the large amounts that we 
feel will have to be expended to reintro- 
duce, as it were, our items to the trade. 
In the years that have passed since 
civilian goods were readily available a 
number of new buyers have come into 
the field who are not acquainted with 
our line and we would have to make 
quite some expenditures for an educa- 
tional campaign in that direction.” 


for promotion of higher-quality goods: 
“It is our opinion that our selling 
costs will be higher in relation to dollar 
sales after the war. The reason for this 
is that we intend to promote inore ag- 
gressively some of our higher-priced 
quality lines, and the cost of this pro- 
motion will increase our selling expense 
in relation to our dollar sales. However, 
it is our belief that our sales and profits 
will increase proportionately more.” 


to meet heightened competition: 


“We are inclined to think that selling 
costs in these lines in the postwar pe- 
riod will be higher than prewar, and we 
expect to be up against a real selling 
job. As you are aware, production of 
machine tools especially has been much 
above normal and surpluses may be 
tremendous. With these surpluses and 
tempting prices in competition, inten- 
sive salesmanship will be necessary to 
properly place before the trade and 
sell improved and more productive 
models which we are confident our 
manufacturers will produce. This will 
mean personal effort and contacts by 
competent men.” 


for promoting new products: 


“We anticipate an increase in both 
our advertising budget and our ratio 
of advertising cost to sales after the war 
as compared to prewar although it is 
our expectation that the ratio will not 
increase substantially, As a result of the 
war, this company has gained wide ex- 
perience in products which it had not 
previously made and for which we feel 
there will be a substantial postwar mar- 
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ket. Accordingly, we expect to in- 
crease not only our advertising budget 
but all our sales efforts in order to bring 
these newly developed products before 
industry. During the war we have been 
primarily a subcontractor and our post- 
war plans anticipate a program which 
will identify our products with this com- 
pany rather than with the products of 
a prime contractor.” 


INSTITUTIONAL ADVERTISING 


There were some indications that the 
institutional type of advertising so prev- 
alent during the war period in the effort 
to keep the company’s name and trade 
marks before prospective buyers, even 
though civilian sales were restricted or 
eliminated, will be continued after the war. 
As one manufacturer says: “We initiated a 
radio program last year and expect to con- 
tinue it as we have found it helpful in 
building up the name of our institution.” 


ENGINEER SALESMEN 


Among the companies mentioning the 
increasing use of the “engineer” type of 
salesman was a manufacturer of machine 
tools who states: 

“We believe there will be a greater em- 
phasis on the technical training of our 
service representatives. They will be 
obliged to spend even more of their time 
in the various plants they service, helping 
to iron out ‘bugs’ and difficulties, making 
appropriate recommendations, and keep- 
ing the jobs running. Many companies 
will make their postwar products of the 
lighter metals or new plastics rather than 
of metals with which they were more 
familiar. It will take some little time for 
them to get back to volume production 
smoothly, and it will take a lot of hard 
work on our part to help them.” 


SALES TRAINING 


A distributor of machine tools points out 
that sales training is to be of paramount 
importance in the postwar period: 


_ “In view of the radical changes in de- 
sign, of many machine tools, we are plan- 
ning to spend more money on direct-mail 
advertising, as well as on more direct 
personal contact work. I believe with the 
changes in design of equipment and the in- 
tense competition that will prevail, it is 
going to be necessary to have a more effi- 
cient and well-trained sales organization. 
I also believe it is going to require more 
and better-trained technical personnel to 
get our share of the going business and we 
have already started to prepare ourselves 
for this eventuality by training some new 
men and by laying out a comprehensive 
training course to give to others as they 
become available to reemployment in this 
field after the war. Although this has 
always been a country of salesmen, it is 
my firm conviction that in the postwar 
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period, we are going to have to have more 
better-trained, aggressive and efficient 
sales organizations to stay on top. 


MARKET RESEARCH 


Technical training, however, will in 
many cases be complemented by more in- 
tensive market research. One chemical 
producer has already decided, as a result 
of surveys, to make far-reaching changes 
in his distributional and promotional set- 
up, as follows: 

“During the war we have been able to 
make some surveys of our market and 
distribution problems through employment 
of people who could not do effective work 
in war industry. As a result of these sur- 
veys we are going to change the locale of 
our promotion and sales efforts, for we are 
going to concentrate on territories where 
we have evidence that sales can be made, 
instead of distributing our efforts over 
good and medium territories. Also, dur- 
ing the war period, we have devoted a 
great deal of the time of our staff to the 
improvement of the advertising techniques 
employed in the prewar years. Our adver- 
tising approach will be somewhat different, 
and the tie-in between our advertising and 
field promotion will be quite direct and not 
as loose as it was in the prewar years. 

“We believe there is a definite need for 
improvement in our own distribution and 
sales promotion practices and we are hope- 
ful that the overtime we have given to 
development of plans for improvement will 
be effective. They are plans we cannot put 
into operation until at least the war in 
Europe has been terminated. If the re- 
sults match out with our anticipations we 
will be able to increasé employment—the 
one thing we consider necessary to the re- 
building of this country’s peacetime econ- 
omy.” 


DIVERSE SELLING TOOLS 


Another chemical company lists some of 
the principal changes in its postwar pro- 
motional procedures that are now up for 
consideration: 


“A. More use of colored movies to dem- 
onstrate our products and processes in 
which they will use it. 

“B. More demonstrations of our prod- 
ucts by other visual displays such as mod- 
els, samples, etc. 

“C. More factual technical papers in 
trade journals and before meetings of 
trade associations so as to tell our custom- 
ers more facts about our products and 
more facts about their industries. 

“D. More visits by our dealers, agents 
and customers to our research laboratories 
to keep them up to date with new develop- 
ments. 

“E. More use of air travel to get more 
of our men not only from sales headquar- 
ters but also, from research and manufac- 
turing headquarters out into the field 
where they can help our dealers and our 
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SEL i 
LING AND ADVERTISING EXPENSES AS A RATIO OF THE SALES DOLLAR FOR 2,688 CORPORATIONS, 1940 


Source: Federal Trade Commission 
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tained from the Information Division of THz ConrerEeNce Boarp. 


customers and can become still better 
acquainted with our customers’ prob- 
lems.” 

Finally, a manufacturer in the indus- 
trial machinery industry closes his letter 
with the following comment: 

“T want to say that selling must become 
more scientific and I hope that good busi- 
ness will continue long enough to permit 
it to be refined before the need for sales 
becomes so acute that nothing matters but 
securing an order.” 


IN TERMS OF SALES DOLLAR 


The accompanying table shows selling 
and delivery expense and advertising ex- 


pense as ratios of sales for 2,688 companies 
in 86 industries in 1940. Selling expenses 
range from a low of 32% in petroleum 
producing to highs of 26.72% in office and 
store machines, and 35.55% in sewing ma- 
chines. 

The compilation also shows that in 
1940 advertising was a negligible expense 
in many industries. It represented about 
11% of the sales dollar in the industries 
manufacturing cigarettes and soap, cotton- 
seed products and cooking fats; over 13% 
among the manufacturers of cereal prepa- 
rations; and nearly 14% in the case of 
drugs and medicines. In these four groups, 


Note: Breakdown of the sales dollar for other items such as labor, materials, repairs, research and taxes, have also been released by the Federal Trade Commission and can be or 


advertising expenses alone were higher 
than all other selling and delivery ex- 
penses. 


Industry Comments 


Comments from cooperators grouped 
according to principal industry follow. 


DURABLE GOODS 


Automotive Equipment: 
Volume Expected 
“Selling costs are bound to be higher 

because of the increased cost of transpor- 

tation and salesmen’s expenses, and some 
sales department salaries will of necessity 
be higher than they were in the prewar 


Increased 
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period. However, with increased sales vol- 
ume our sales cost per unit will be less 
than prewar. We are contemplating an 
intensified effort through advertising and 
all other sales activities.” 

“Our total selling costs should be re- 
duced somewhat in relation to our dollar 
sales volume, Our postwar distribution 
plans call for additional effort on our part 
to distribute our products more efficiently 
and thoroughly through the automotive 
car, truck and bus manufacturers. We be- 
lieve car manufacturers will do a better 
job of distributing their so-called ‘genuine 
parts’ after the war than they did prior to 
the war and it is our intention to help 
cultivate this market. Prior to the war, 
approximately 70% to 80% of all replace- 
ment engine parts were distributed through 
independent parts jobbers. We believe 
that this ratio will be considerably reduced 
after the war.” 

“Our advertising budget will increase, 
but the ratio of our advertising cost to 
sales will be less owing to increased sales 
volume.” . . . “Our advertising budget 
will remain about the same, but the per- 
centage to sales should be reduced.” . . . 
“We plan to use advertising and radio ex- 
tensively, as we have always done.” 


Electrical Equipment: 
Efficient Methods 


“We think selling costs will be higher 
in relation to sales as a result of increased 
force and effort.” . . . “We are inclined 
toward making our present system of 
sales promotion and distribution work 
more efficiently and more effectively rath- 
er than radically changing the system.” 

“There will probably not be much 
change in selling costs in relation to dol- 
lar sales after the war. While there may 
be some initial easy selling, basically, con- 
sumer durables are going to have to be 
sold as they were in the past. We will 
continue to stress the proper training of 
salesmen, and will probably increase our 
efforts along training lines.” 

“Selling costs will be approximately the 
same as before the war. This company 
has sold its products in the past through 
exclusive sales agents. If the volume of 
sales goes back to the prewar volume, we 
probably will continue this method. How- 
ever, if the volume is substantially greater, 
we will consider placing the large eastern 
territories under direct district office man- 
agement. This is quite a change from ou. 
past operations and will undoubtedly af- 
fect our costs of distribution.” 

“We anticipate that selling costs will be 
near to those before the war and perhaps 
lower. More efficient methods learned in 
manufacturing will cause management to 
seek more efficient methods in selling. 
Markets will be studied more thoroughly, 
and territories will probably be less ex- 
pansive. More men in the sales force will 
result in more thorough coverage—all to 
be augmented by a sales production man- 
ager.” 


Seeking More 
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“We anticipate an increase of approxi- 
mately 50% in our advertising budget, 
and double the ratio of advertising costs 
to sales, owing to increased competition.” 
. . . “We anticipate an increase in our 
advertising budget because our prewar 
ratio was too low.” . . . “Our advertising 
budget for the postwar period will be 
somewhat higher than it was before the 
war, owing primarily to advertising neces- 
sary for the introduction of new products.” 

“We expect to maintain the same ratio 
of advertising to sales. We feel that we 
cannot do the necessary job with any 
smaller budget. If sales should increase 
materially, we shall be glad to increase the 
advertising budget proportionately.” . . . 
“It is not planned to increase our adver- 
tising budget, which has been maintained 
through the war period on the same basis 
as before the war. We do plan, however, 
to allocate more of the budget to direct- 
by-mail effort than to trade-journal ad- 
vertising.” 
Foundries: Sales Promotion for New 
Lines 


“Our selling costs will be higher in re- 
lation to dollar sales than before the war. 
We will have more and keener competition 
and also a higher rate of compensation. 
Our plans are to increase our sales force 
as compared with the years 1939 and 1940. 
We will have to maintain closer contacts 
with our customers than heretofore.” . . . 
“Our selling costs will be slightly higher 
than before the war because of increased 
travel expenses.” . . . “The cost of sell- 
ing will be substantially the same as before 
the war.” 

“We expect to increase our advertising 
budget because we are promoting a new 
product in our plant.” . . . “We will do 
about the same amount of advertising 
after the war as before the war. A mod- 
erate amount of advertising is necessary 
to keep our name before buyers, but we 
do not believe our postwar profits will 
enable us to increase our advertising bud- 
get.” . . . “We anticipate an increase 
in our budget, but the ratio of advertising 
cost to the sales dollar will be the same 
as prewar. 


Industrial Machinery: 
with Selling 


“The selling costs of our product will 
probably be somewhat higher in propor- 
tion to sales than before the war. We will 
have to conduct a more intensive educa- 
tional campaign among our distributors 
than in the past and hold many more re- 
gional conferences. We will have to pro- 
vide more service stations to meet com- 
petition.” . . . “We are going to intensify 
and sharpen all sales promotion.” . . . 
“We have tentative plans for a thorough 
investigation of postwar sales prospects 
dealing not only with our present commer- 
cial products but also with other products 
which we might manufacture with exist- 
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ing or additional facilities.” . . “Sales 
promotion work will have to be handled 
on a more specific basis rather than on an 
over-all basis.” “Sales costs may 
fluctuate somewhat but over a five-year 
postwar period, we do not anticipate that 
they will be higher than prewar. We do 
not contemplate any methods of sales pro- 
motion other than those that experience 
over a number of years has proved to be 
sound.” . . . “In our opinion selling costs 
will be approximately the same as before 
the war. We anticipate organizing a sales 
engineering force, with headquarters at our 
home office, who will assist field men 
where necessary.” . . . “Our selling costs 
will probably be about the same as before 
the war. Larger volume from extra ef- 
fort will offset extra expense.” . . . “Sell- 
ing costs will be higher in dollars because 
of increases in sales salaries. They should 
not be higher in relation to dollar sales.” 
. . . “The selling cost for our product is 
not expected to change in relation to dol- 
lar sales. If all our prospective customers 
place orders for all the equipment they 
have ‘definitely reserved,’ our plant will 
run to capacity for five years.” . . . “Our 
over-all selling costs will be higher in the 
future, but the percentage of sales will be 
somewhat less. We expect to have a more 
active, more widespread selling organization 
than before, giving more attention to en- 
gineering technique in connection with the 
advantages of our machinery and selling 
on the basis of surveys covering possible 
economies through purchases.” 

“We anticipate an increase in our ad- 
vertising budget and our cost of adver- 
tising in relation to sales after the war as 
we believe there will be a more competi- 
tive market in the postwar period. It is 
our opinion that manufacturers selling to 
the trade would do well to think of im- 
proving the service which they may ren- 
der their customers. Trade journals are 
helpful and effective in advertising, but 
that is not enough.” . . . “We anticipate 
an increase in our advertising costs. We 
feel that it will probably be necessary to 
spend more money to acquaint ultimate 
consumers with new developments and 
also to recover markets which were lost 
or deferred because of the necessity of 
securing priorities on shipments.” . : 
“It is probable that the percentage of ad- 
vertising cost to sales for perhaps two 
years after the war may be somewhat 
higher than prewar. This increase will 
result from a peak demand for printed 
matter long unissued and literature cov- 
ering new units to be introduced.” . . . 
“Compared with prewar, our advertising 
budget will be increased. The ratio, how- 
ever, of our advertising cost to sales will 
be decreased because we expect our adver- 
tising and other promotion will produce 
greater results.” . “Our concentra- 
tion will be more in the direction of an 
merease in personal selling expense than 
in publicity.” . . “We probably will 
average about the same ratio of adver- 
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tising to sales dollar as we did in prewar. 
This should mean a larger dollar expen- 
diture for advertising and much of the in- 
crease will go into direct mail.” . . . “We 
anticipate that our advertising budget 
will be less, but the ratio about the same 
as prewar.” . . . “We anticipate that our 
advertising appropriation will be reduced 
and that our ratio of advertising cost to 
sales after the war will be lower than 
prewar. 


Iron and Steel Products: 


Increased 
Advertising 


“Our selling costs are likely to be some- 
what higher in relation to dollar sales 
than before the war. We contemplate an 
increase in our sales force, and also in- 
creased competition in the postwar era 
may tend to increase the cost of sales ef- 
forts.” . . . “We anticipate that selling 
costs will be higher per dollar of sales 
than before the war owing to the fact that 
increased capacity and lower manufactur- 
ing costs justify more intensive and ex- 
tensive selling. We have increased our 
research activities and expect to increase 
sales supervision personnel and_ special- 
ists.” . . . “Selling costs will be some- 
what higher in relation to dollar sales 
than before the war in that compensation, 
cost of traveling and supplies have in- 
creased. We are contemplating a more in- 
tensive coverage by personal contact to 
make up for the deficiency of such con- 
tacts during the war.” . . . “Business is 
obtained through personal solicitation, by 
visits, and by telephone calls, and we ex- 
pect to continue on this basis.” . . . 
“Ours is a low-priced product and the 
forces of economic necessity will make us 
confine our sales and distribution costs to 
about the same limits as before.” . 
“We figure our selling cost in relation to 
dollar sales will be about the same or 
possibly slightly lower.” 

“T think there is likely to be some in- 
crease in advertising costs because of in- 
creased competition and new products.” 
. . . “Our total advertising budget will 
probably be increased about 25%. How- 
ever, we feel the ratio of advertising costs 
to sales should be about the same as in 
prewar times.” . . . “We do very little 
display advertising but will probably 
spend more on our direct mail advertising 
than before the war.” . . . “We estimate 
the ratio of advertising cost to sales after 
the war will be approximately double pre- 
war because we believe we can create a 
larger demand for our standard products 
in this way.” . . “We spend a very 
small amount on advertising and have not 
been able to see how national advertising 
is particularly helpful to our sales depart- 
ment.” 


Machine Tools: Better Selling to Meet 
Competition 


“Selling costs for our product will be 
higher in relation to sales because of in- 
creased competition, and.the necessity for 


expending more sales and service effort 
on the surplus machines which must be 
properly disposed of when peacetime 
comes.” . . . “We expect selling costs to 
be higher in relation to dollar sales be- 
cause more intensive engineering service 
will be required. We will increase our staff 
for this more intensive coverage.” . . . 
“Selling costs will be somewhat higher 
after the war is over than before. The 
productive capacity of our industry has 
increased appreciably and the net result 
will be even more intense competition for 
business than existed in the past. We shall 
be obliged to intensify our sales efforts, 
which naturally will increase costs. There 
will be greater emphasis on the techni- 
cal training of our service representatives.” 
. . . “Sales expenses and overhead will 
probably be higher than in prewar years. 
: . “Our selling costs will not be in- 
creased because we sell through dealers 
to whom we allow a commission.” 

“We anticipate an increase in the cost 
of advertising per dollar of sales, al- 
though our actual cost as compared with 
1943 may be somewhat lower. Certain 
types of service advertising have been 
very effective during the war years and 
these will probably be continued and ex- 
panded. Certain other types of national 
advertising have gained considerable 
reader acceptance and have tended to pro- 
mote the name of the company so that 
these efforts which have been somewhat 
expanded during the war period will un- 
doubtedly be continued.” . . . “The ad- 
vertising budget will be enlarged and the 
ratio of advertising cost to sales will be 
maintained on a prewar basis.” . . . 
“Our advertising budget will be increased 
because we will have to reach out over the 
entire world for our sales.” . . . “We an- 
ticipate an increase in our advertising 
budget after the war as we are bring- 
ing out new products.” . . . “We expect 
a larger proportion of the business in our 
line and we wish to present our case more 
favorably in our advertising copy.” . . . 
“We shall continue to advertise in tech- 
nical magazines and to distribute interest- 
ing and helpful data to the users of our 
products.” 


Steel Producers: Postwar Competition 
Greater 


“Our selling costs will be higher than 
in the prewar period, with higher wages, 
salaries and the increased cost of travel- 
ing, communication, etc. Increased ef- 
ficiency of competitive producers will re- 
quire more technique in the distribution 
of our products.” . . . “Competition will 
require us to have more salesmen in the 
field and more warehouse stocks to give 
better service. Our field representatives 
will be trained to give greater technical 
assistance to the users of our products.” 
. . . “We will have several new products, 
but. our sales promotion and advertising 
activities will be directed toward past 
markets and consequently will remain 


about the same.” . . . “We expect our 
percentage of sales costs to be somewhat 
lower. While we have more than doubled 
the capacity of our plant, we have less 
than doubled the size of our sales organ- 
ization.” 

“We anticipate some increase in adver- 
tising costs after the war, but we do not 
expect the ratio to sales to change ma- 
terially. This will be due to the rise in 
cost of advertising, at least for a time, 
and to the trend of the industry to adver- 
tise more extensively.” . . “Our per- 
centage of advertising costs in the postwar 
period should be the same or less than the 
prewar. We have always believed in con- 
sistent advertising. Postwar, with our 
larger organization and output, I do not 
believe we can efficiently increase our ad- 
vertising appropriation proportionately. 
After all, there is a saturation point in ad- 
vertising beyond which it is not likely to 
pay. 


NONDURABLE GOODS 


Chemicals: More Promotion 


“Our selling costs will be higher after 
the war because competition will require 
a more thorough cultivation of customers 
and prospects, as well as more advertising 
and more outlay in sales promotion. We 
will probably place more emphasis on sales 
service and the supplying of technical 
data.” . . “Our selling costs will be 
higher in relation to dollar sales in the 
postwar period because of increased com- 
petition. Our postwar sales promotion 
procedures will require more extensive 
market and field surveys, coupled with 
more concentrated efforts to accomplish 
definite purposes.” . . . “Our product is 
sold almost entirely to large industry on a 
contract basis.” . . “Our selling costs 
measured as a percentage of sales are like- 
ly to be below the 1936-39 average. We 
are looking over the entire selling picture 
very carefully for the purpose of introduc- 
ing efficiencies wherever possible.” . . . 
“Selling costs for our products should de- 
cline somewhat because we anticipate an 
increased volume without any correspond- 
ing addition to the selling cost. Our post- 
war sales promotion will more thoroughly 
cover a somewhat extended field. We 
intend to continue our practice of render- 
ing ample technical service as in the past.” 

“Our advertising budget and the ratio 
of advertising cost to sales will probably 
go up because competitive conditions and 
the introduction of new products and new 
uses for old products will make it advis- 
able.” . “We will not make much 
change in our advertising budget, but will 
increase our expenditures on radio.” . . . 
“We are not expecting any material dif- 
ference in advertising expenses measured 
as a percentage of sales in the postwar 
period.” . . . “Our postwar advertising 
budget will be up because we will have 
more new products to introduce. How- 
ever, we expect the ratio to sales to be 
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lower because we believe each advertising 
dollar can advertise a bigger volume of 
goods in the postwar period than it does 
now.” 


Food: Few Changes Planned 


“Selling costs for our product in rela- 
tion to dollar sales will probably be a 
little higher because of the increased cost 
of salaries, freight rates and motor trans- 
portation. We are planning no great 
changes in sales promotion.” . . . “Our 
selling’ cost will be about the same because 
our sales promotion procedure will be 
basically unchanged.” . . . “Selling cost 
per dollar of sales will probably be less be- 
cause of greater volume, increased effi- 
ciency of sales effort, larger average size 
of retail outlets, and greater selectivity of 
sales effort.” 

“We will increase our advertising budget 
which will bring about a higher ratio of 
advertising cost to sales. The increase 
will be allotted to territories in which we 
have not had our per capita ratio of sales.” 
. . . “We expect to increase our adver- 
tising budget because we have a larger 
market in prospect.” . . . “We anticipate 
some increase in our postwar advertising 
budget because of curtailment during the 
war and because competitive and other 
conditions may indicate the need for in- 
creased promotion. The ratio of advertis- 
ing costs to sales should decrease largely 
because of expected increases in volume.” 
. . . “Our present program will call for 
little change in our advertising budget. In 
our opinion, we had established the prop- 
er balance during prewar times.” 


Paper: Heavy Postwar Demands 


“Selling costs are expected to be higher 
in relation to dollar sales due to the costs 
of introducing new products. The princi- 
pal changes in promotion procedures will 
be increased attention to market surveys, 
sales engineering and introduction of new 
products, as well as development of wider 
markets for old products.” . . . “We ex- 
pect very little change in our selling costs 
per dollar of sales. We will increase our 
staff of salesmen, but believe we shall also 
increase our dollar sales to the point where 
the cost will be about the same.” . . . 
“We are of the opinion that selling costs 
percentagewise will be about the same or 
perhaps a little lower than before the war, 
due to a larger volume and the fact that 
products which we have developed will be 
sold to large concerns. What increased 
expense we have will be expenditures on 
research development and sales engineer- 
ing.” . . “In our particular case, we 
believe that our selling costs will be lower 
after the war than they were before. This 
is due to greater concentration of our 
sales direct to converters and also be- 
cause of an internal reorganization of our 
sales department which has appreciably 
reduced our overhead.” 

“Both the advertising budget and the 
ratio of advertising cost to sales will in- 
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crease because of intensified competition 
as well as introduction of new products.” 
. .-. “We expect to increase our adver- 
tising budget because we anticipate a 
greater proportion of our products will be 
sold under our own brand names.” . . - 
“Our prewar advertising budget was based 
on a percentage of dollar sales and our 
postwar budget will be on the same basis 
but undoubtedly at a larger percentage. 
. . . “It is our expectation that demands 
for paper will be heavy. for some time 
after the war, but during this period we 
will depend partly on advertising to build 
consumer acceptance and consumer good 
will for the period of competition later 
” 
on. 


Petroleum: New Services to be Offered 


“We expect after a short period to be 
able to reduce distribution costs by the 
adoption of new methods and the opera- 
tion of more efficient equipment, which 
we have been unable to install during the 
war. More special and direct appeals will 
be made to separate classes of customers.” 
. . . “We expect to improve our service 
to the public through better stations and 
better personnel.” . . . “Efforts are being 
made to achieve decreased sales costs. At 
the same time, we are planning changes in 
our postwar sales promotion procedures 
that will provide new services required by 
the public.” 

“We anticipate an increase in our adver- 
tising budget and in our ratio of advertis- 
ing costs to sales. There will be a marked 
improvement in the quality of products 
which we will offer to the consumer and 
we will want to tell him of the results 
he can get from the new products. Also 
we anticipate a very high level of compe- 
titive activity.” . . . “Our postwar adver- 
tising budget will not show a general in- 
crease compared to prewar budgets, al- 
though decisions will depend on competi- 
tive conditions. The ratio of advertising 
costs to sales costs should be lower because 
of plans to utilize more direct manpower.” 


Textiles: 


Productive Capacity In- 
creased 


“We believe that our selling costs will 
be higher after the war than before the 
war because of the great productive capa- 
city of our industry.” . . . “Our selling 
cost will be no higher in relation to dol- 
lar sales for the reason that our distribu- 
tion is much better than it was and re- 
quires no larger selling force.” . . . “Sell- 
ing costs should be lower after the war be- 
cause they have been allowed to advance 
unreasonably. Our planning for postwar 
sales is simply more effective coverage of 
potential outlets.” 

“We expect some increase in our post- 
war advertising budget because of new 
products developed just prior to the war.” 


Ciype L. Rogrrs 
Division of Business Practices 
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Notes on 
Reconversion 


Joint Termination 


To expedite the termination of war 
contracts, the War and Navy departments 
have issued a new regulation covering all 
aspects of fixed-price contract settlements. 
This joint termination regulation super- 
sedes the War Department Procurement 
Regulation No. 15 and the Navy direc- 
tives on contract termination. The new 
JTR is expected to help settle termination 
claims fairly and quickly, expedite the re- 
moval of termination inventories from war 
plants and provide adequate interim fi- 
nancing. 

A new joint accounting manual has been 
issued together with new uniform settle- 
ment proposal forms, applicable for all 
procurement agencies, and instructions 
covering cost accounting. 

Plans have been made for the gov- 
ernment and the contractor to agree be- 
forehand on many items while the con- 
tract is still in foree. Thus contracting 
officers will be able to familiarize them- 
selves with the procedure they will have 
to follow when termination comes. 


Renegotiation Act Extended 


The renegotiation act, which was 
scheduled to expire on December 31, has 
been extended by Presidential proclama- 
tion until June 30, 1945. Under the terms 
of the act, as amended by the Revenue 
Act of 1942, the President was authorized 
to extend the date of termination of rene- 
gotiation not later than December 1, 
1944, if he considered that competitive 
conditions had not been restored. 

Further extension of the law would have 
to be by Congressional action as the 
President’s order set the latest date per- 
missible under the existing act. 

Opinion on the extension has varied, 
some expressing the belief that contract- 
ors’ experience with war contracts is now 
sufficient to preclude any necessity for re- 
negotiation, while others prefer renego- 
tiation to close pricing in war contracts 
and recommend further extension. 


Manpower Crisis vs. Spot 
Authorization 


A production lag in war matériel may 
result in completa cancellation of the 
War Production Board’s spot authoriza- 
tion program unless steps being devised 
to alleviate the manpower shortage in 


November, 1944 


critical industries prove successful. War 
Mobilization Director Byrnes is delaying 
action on this proposal until effects of 
the steps prescribed can be seen. Lim- 
ited spot authorizations in noncritical 
areas might be adopted as a solution. 

Drastic application of the priority-re- 
ferral system, requiring workers to take 
top-priority jobs or none at all, may be 
resorted to if other methods fail to cor- 
rect the situation, 


Surplus Disposal in Canada 

Munitions and Reconstruction Minis- 
ter Howe of Canada has outlined a plan 
for the disposal of surplus war materials. 
Following the establishment of the Crown 
Assets Allocation Committee and the War 
Assets Corporation by Parliament last 
June, large quantities of surpluses have 
already been disposed of through the or- 
dinary channels of trade. 

As a part of the program, outlets are 
being set up in Canada, Newfoundland, 
and London, England. Used or damaged 
goods will be sold through such channels 
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as public auctions with ceilings on bids. 
As to the disposition of surplus war plants, 
Mr. Howe emphasized that the “intention 
of the government is the maintenance and 
expansion of production and the provi- 
sion of employment. . . . Certain prop- 
erties, such as the synthetic rubber plant 
in Sarnia, will continue under government 
ownership and operation.” 

Mr. Howe outlined the nine points that 
have been set up to govern the policy 
to be followed: 


“1. Today, when goods are scarce, all 
salable surpluses are to be sold at exist- 
ing market prices, but within the ceil- 
ings set by the Wartime Prices and 
Trade Board. 


“Q. When the war ends, and surpluses 
become so great that they might con- 
stitute a danger to the transfer of in- 
dustry from war to peacetime produc- 
tion and to the rapid employment of 
labor, the flow of such surpluses is to 
be controlled so they will cause the 
least possible disturbance to the normal 
economy of the nation. 
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“3. At all times, every effort will be 
made to control the price to the pub- 
lic and to reach the public by the short- 
est feasible route. 


_“4. To keep out of unfair competi- 
tion with established business. 


“5. To seek expert advice from in- 
dustry on price levels and marketing 
methods but not to act on such advice 
at the expense of the public interest. 


“6. To distribute 
across Canada. 


sales uniformly 


“7. To sell abroad, in harmony with 
other governments who are faced with 
the same problem, everything that be- 
comes available abroad and that can 
be sold there. 


“8. To keep out the speculator. 


“9. To recover for the taxpayers of 
the nation, who are the original in- 
vestors of these goods, the largest cash 
return on their investments possible 
without interfering with the eight car- 
dinal points.” 


Division or Business PRACTICES 


Cost of Product Servicing 


OVERNMENT surpluses will create 

a number of problems for the indus- 

tries which produced these surplus prod- 

ucts, and particularly for manufacturers 

whose normal peacetime output is geared 

to a limited demand which cannot be ar- 
tificially stimulated. 

A small, but nevertheless important, 
problem arises in the free servicing, under 
servicing contracts, of units which have 
been manufactured in the past at an ac- 
celerated rate and which if retained either 
for future government purposes or trans- 
ferred to private ownership may not be 
put into use for several years to come. 

Among those most affected are manu- 
facturers of large and costly mechanical 
units such as airplane motors, diesel en- 
gines, pumps, compressors, presses, loco- 
motives, bulldozers, cranes, automatic ma- 
chine tools, and similar products. 


AIRPLANE MOTOR INDUSTRY 


The postwar servicing problem of air- 
plane motor manufacturers is likely to be- 
come acute both because of the extreme 
acceleration of production during wartime 
and because there is likely to be a cor- 
respondingly large surplus after the war. 
In some cases manufacturers have ex- 
panded production from ten to twenty- 
five times their normal peacetime outputs 


and yet can foresee no more than perhaps 
double prewar sales volume even if sales 
are in no way impaired by competition 
from government surpluses. 

Airplane motors are usually sold with 
guarantees against material defects for a 
stated number of hours of operation, and 
records of performance are kept with meti- 
culous care by all users of these motors. 
If surplus motors are disposed of by the 
government at the end of the war and are 
not placed in actual service for a long 
time, it may perhaps be years before de- 
fects become manifest and the repair or 
replacement cost assessed against the man- 
ufacturers whose new sales will have re- 
turned meanwhile to peacetime levels or 
lower. 

Many motors have already become 
“war casualties,” but when the war ends 
there will undoubtedly be thousands of 
unused American motors in warehouses 
here and abroad, on docks, in railroad 
yards and alongside air strips in all parts 
of the world. Service guarantees will be 
outstanding on these machines. 


OTHER INDUSTRIES 
One manufacturer who looks at his fu- 
ture servicing problems with some misgiv- 
ings, writes: 
“Another continuing problem . . . is 


that of service on the greatly increased 
number of tools which will be in use 
postwar as compared with prewar. We 
have had this to deal with increasingly for 
the past four years but there has been the 
offsetting compensation which has accrued 
from larger sales. It would look as if 
we will have the job without the compen- 
sation, and it will be up to us to handle 
it. This would mean a large maintenance 
as well as selling personnel, and consider- 
ably heavier expense than in the prewar 
period and, for a while at least, without 
adequate volume, or profit.” 


EXTENSION OF GUARANTEE 


To a Conference Board inquiry to rele- 
vant manufacturers many of whom are 
likely to be faced with a sharp decline 
from even prewar sales levels: Is it your 
practice to extend service guarantees be- 
yond the original purchaser? five answered 
yes and twelve no. 


One large manufacturer of trucks and 
farm machinery writes: 

“Our service guarantees extend to the 
purchaser—that is, we may sell the goods 
to a dealer and he in turn would sell them 
to the user, but our guarantee extends to 
the user.” ‘This seems to be a custom in 
the automotive field, where a retail dealer 
intervenes. 


Another, a manufacturer of heavy grad- 
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ing equipment not sold through dealers, 
goes a step further: 


“It would be possible for an original 
purchaser to sell the machine before the 
time limit warranty expired and, in that 
case, the free service would be extended 
to the subsequent owner. In addition, the 
circumstances of each case are carefully 
investigated as no two owners can be 
judged alike.” 


Another, a manufacturer of machinery, 
gives a divided answer: 


“In some instances it is our practice to 
extend service guarantees beyond the orig- 
inal purchaser, but only when such a 
guarantee is covered by a specific clause 
in our proposition or bill of sale, and 
where such a service charge has been in- 
cluded in our quotation.” 


Another says: 

“Tn the past, any rare case of this type 
has been dealt with on its original merits. 
If disposal of government surpluses be- 
gins to present a problem for us, we will 
then formulate a policy for handling such 
situations.” 


To the question: Do you hold down 
free service to a time limit from date of 
sale or from initial use or is this largely 
related to the particular circumstances of 
each case? fourteen replied that servicing 
was held to a time limit, one that free 
service was not practiced, and three that 
free service depended upon the circum- 
stances of each individual case. 


One long-established manufacturer of 
tool machinery amplified his reply: 


“Our general policy in the past has been 
to extend free engineering service and free 
consultation service, regardless of a time 
limit. This has been done because there 
are many opportunities for additional sales 
in connection with our equipment, and 
because our products are machines, and 
our success and reputation depend largely 
upon the efficient performance of our 
product in the field. With the tremendous 
number of our machines which will be- 
come war surpluses, it may be necessary 
for us to institute a policy of fees for this 
type of work.” 


Another says: 


“In some cases where the guarantee 
period has expired, the company has as- 
sumed a moral liability of servicing a unit 
previously manufactured.” 

Yet another reports: 

“Our inspection and test is so thor- 
ough as to almost completely elimi- 
nate any service costs. We make no guar- 
antees but, when defects are reported, we 
consider each case on its own merits.” 


A manufacturer whose products evi- 
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dently form a part of the lend-lease pro- 
gram says: 

“We guarantee our machinery as to 
workmanship and material for the period 
of one year from date of shipment, but 
have made an exception to this rule, in the 
case of machinery going to Russia since 
it takes a long time to get there. In 
cases of this kind we have extended the 
guarantee to eighteen months and some- 
times two years from date of shipment.” 

Still another writes: 

“As a rule we limit free service to a 
period of time which is the warranty stip- 
ulated in our sales and service agreement. 

. In addition, the circumstances of 
each case are carefully investigated as no 
two owners can be judged alike.” In- 
cidentally, this manufacturer reports that 
last year the cost of replacement parts 
was .05% of the sales dollar. 


RESERVES 


Do you in normal times set up reserves 
to provide for servicing of units previous- 
ly manufactured, or are service costs writ- 
ten, off in the years in which they occur? 
What changes in these practices do you 
contemplate because of wartime produc- 
tion excesses? 

Four companies replied that reserves 
were set up and twelve that costs were 
charged off whenever they occur. 

One manufacturer who presently charges 
off expenses when they occur is consider- 
ing the establishment of reserves. Anoth- 
er does not set up reserves but writes 
these service costs off the year in which 
they occur. This company has recently, 
however, set up a reserve to take care of 
an item which is sold to the Navy, on 
which service may take place in the future. 


COST OF GUARANTEES 


What has been the expense of service 
guarantees in relation to sales dollars: (a) 
as to parts replacement, (b) other serv- 
ce department costs, (c) field service or- 
ganization costs? 


Only one manufacturer was able to 
furnish the answers in detail, as asked, 
and his analyses were: (a) parts replace- 
ment .05%, (b) other service department 
costs 12%, (c) field service organization 
costs .14%. One manufacturer gave the 
combined cost at less than one-third of 
one per cent; another at a fraction of one 
per cent; another replaced parts at a cost 
of less than one-half per cent, with all 
other costs amounting to one per cent; 
one furnished the combined costs for 
three years: 1941—.7%; 1942—.7%; and 
1943—.14%. 
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Other replies include “small,” “minor,” 
“inconsequential,” “almost nil.” Two 
made no answer and one stated that its 
books did not reveal the analysis. 


FORECASTING SERVICE EXPENSE 


How do you relate forecasts of service 
expenses: (a) to number of units you 
expect to build, (b) to number of units 
estimated to be in the field now, (c) to 
the tendency in or number of service de- 
mands? 

Eight reported that service expenses 
were not taken into account at all in pre- 
paring sales forecasts; among them is the 
manufacturer whose combined service 
costs aggregate the highest reported— 
144%. 

Three manufacturers relate service costs 
to the anticipation of new production, two 
relate costs to an estimate of units now 
in the field. Four reported they give con- 
sideration to all factors. One manufac- 
turer writes: “We make only a ‘guesti- 
mate’ as to what this cost might be as 
we have no way of telling what may hap- 
pen. This, of course, is based somewhat 
on the number of units which we have 
built.” 

Another says: “During the war period 
when we have increased production 
about 500% and have nearly doubled the 
number of units in the field, we have in- 
creased our service force only by about 
50%.” 

The same state of relatively lower serv- 
ice is implied by the manufacturer who 
reports only .14% as the combined serv- 
ice costs for 1943 as against .7% for each 
of the years 1941 and 1942. This manu- 
facturer is among those who establish 
reserves and consider all factors. He 
writes: 

“Our provisions for free service are de- 
veloped for each product at a rate per 
sales dollar consistent with our experience 
on that product. The basis of the pro- 
vision is reviewed at regular intervals and 
any necessary changes made in accrual 
rates. In this way we attempt to keep 
our reserves adjusted to current needs.” 


The consensus of the replies received 
from other manufacturers whose wartime 
output has expanded only two to five 
times above prewar standards seems to 
be that they will cross their new service- 
cost bridges as they come to them and for 
the most part will set up servicing costs 
on wartime output as the charges occur. 


Frank L. Bane 
Division of Business Practices 
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British Reveal Wartime Foreign Trade 


UBLICATION of detailed figures of 

British export trade for the entire war 
period now makes it possible for the first 
time to measure the effects of the war 
upon British exports.?’ Whether there was 
any deliberate timing of the release, it is 
of course of especial interest at the pres- 
ent moment in connection with the cur- 
rent discussions of the prospects for Brit- 
ish postwar trade and of its relations to 
United States postwar policy. 

British exports totaled £232.2 million 
in 1943, compared with £269.5 million in 
1942 and £470.8 million in 193882 The de- 
crease in value since the last prewar year 
amounts to just over one-half (Table 1). 
Prices have risen sharply since 1938, how- 
ever, with the result that the actual vol- 
ume of goods exported has dropped very 
much more than their value. Export prices 
averaged 71% higher in 1943 than in 
1938, and the 1943 physical volume of ex- 
ports consequently fell to 71% below the 
1938 level’ (Table 2). Exports in 1943 
were estimated by The Economist to have 
been equal to only 2.8% of the net na- 
tional income, against 10.2% in 1938.4 


COMPARABILITY OF FIGURES 


The 1939-1941 data given in Tables 1 
and 2, it should be noted, are not wholly 
comparable with those for 1942 and 1943 
or for the years prior to 1939. British ex- 
ports statistics up to 1942 included gov- 
ernment shipments of “munitions,” con- 
sisting of aircraft and other vehicles, in- 
cluded in the minor group of “vehicles” in 
Table 2, and arms, ammunition, and mili- 
tary and naval stores, included in the 
“other” manufactures group. Beginning 
with 1942, when aid to the U.S.S.R. be- 
came important (complicated, as it was, 
by the fact that part of the shipments 
to that country consisted of British prod- 
ucts and part consisted of, or was offset 
by, lend-lease shipments consigned by the 
United States to the United Kingdom and 
charged to the United Kingdom on the 
lend-lease books), such shipments have 
been excluded, with the result that only 
“commercial” (7. e., nongovernment) ship- 
ments now appear in the data. Govern- 


1Accounts Relating to the Export Trade of the United 
Kingdom for the years 1938, 1942 and 1943,” obtainable 
from the British Information Services, 30 Rockefeller 
Plaza, New York, 30 cents. ; 

2Figures throughout this study refer exclusively to domes- 
tic exports; 2. ¢., to exports of British products only. 

3These average price and volume data were not prepared 
especially for the war period. They have been computed 
regularly since 1935 on a 1935 base, and the current data 
merely bring the prewar series up to date. 

4October 28, 1944, p. 577. 


Table 1: Exports from the 
United Kingdom 
Sources: Bank of England; Board of Trade 
Domestic Exports Only 


Gilerd eae Raw iVevnie 
Year | Teta hae | eee factures 
Value in £ Million 
1994 See week: 801.0 57.0 | 106.5 | 618.9 
1920).5 «Ae 729.3 OOnt 78.9 | 573.8 
1OSOLi eee 570.8 48 .2 63.8 | 440.0 
LOS 1, .Ae ae 390.6 35.5 47.0 | 292.0 
LOSOF sk tees 365.0 31.5 43.6 | 276.4 
1933). eee 367.9 27.8 46.0 | 281.7 
TOSS eee ee 396.0 30.5 48.3 | 304.8 
1985... ee. 425.8 31.6 52.8 | 328.8 
LOS6 fare ee. 440.6 Son6 51.3 | 340.8 
LOST han ee 8 521.4 38.8 64.6 | 404.7 
1938 ian Se. 470.8 35.9 56.9 | 365.2 
LOS eae 439.5a| 35.7 54.4 | 338.2a 
19405 411.2a) 33.4 36.2 | 334. la 
1g ares ek 365.4a| 27.8 15.7 | 316.1a 
OA ee betes 269.5 18.5 10.2 | 234.7 
O43 eee 232.2 19.0 9.0 | 200.4 
Per Cent of Total? 

1938.5 eee 100.0 7.6 Wed i 77.6 
L949. ee eee 100.0 6.9 3.8 87.1 
1943 Se eer: 100.0 3.2 3.9 86.3 


Mneludes also animals other than food, and parcel post. 

Percentages do not add up to 100 owing to exclusion of 
animals other than food, and parcel post. 

aIncludes exports by government departments of “muni- 
tions” (i. ¢., aircraft and other vehicles—except tires and 
tubes for road vehicles—and arms, ammunition, and military 
and naval stores). These are also included in earlier years 
but were unimportant. Figures for 1942 and 1943 include 
only munitions exported commercially or by representatives 
of foreign governments. In brief, government shipments of 
munitions were included through 1941, but not thereafter. 
“Food, drink and tobacco” and “raw materials” groups are 
not affected, and are comparable throughout. 


ment munitions shipments in 1938 and 
earlier years were unimportant, and those 
years are therefore comparable for prac- 
tical purposes with 1942 and 1943. 

The change affects only the two minor 
groups above named, the major group of 
“articles wholly or mainly manufactured” 
of which they are a part, and the grand 
total. All other groups are comparable 
throughout. Figures for 1939-1941 on the 
new basis are to be released in the near 
future. The difference between the two 
series of years is somewhat similar, as re- 
gards their relation to the balance of pay- 
ments, to the difference between our own 
total export and “cash” export (total, less 
lend-lease) figures, since like the lend- 
lease exports, the munitions shipments of 
the British Government do not represent 
transactions calling for a normal commer- 
cial settlement. 


RAW MATERIALS AND FOODSTUFFS 


While exports of all the major commod- 
ity groups have declined sharply since 
1938, the greatest decrease has been in raw 


materials. Compared with a drop of 
50.7% in the value, and of 71% in the 
volume, of all exports from 1938 to 1943, 
raw material shipments have fallen 84% 
in value and 91% in volume (Table 2). 
Only 3,374,000 tons of coal were exported 
in 1943, against 35,856,000 in 1938 (Table 
3). This decrease of over 90% primarily 
reflects the loss of the French and Italian 
markets in 1940. Shipments of iron and 
other metal ores and of raw wool have vir- 
tually disappeared, along with various oth- 
er commodities. Only wood and timber 
shipments, among raw materials, showed 
an increase in value during the period; on 
a volume basis, however, even these ap- 
pear to have declined more than one-half. 


Food Exports Drop 


The decrease in the volume of ex- 
ports of “food, drink and tobacco,” al- 
though the least of any of the major 
groups, still amounted to two-thirds. The 
only components of the group that failed 
to drop sharply in value—fresh fruits and 
vegetables, beverages and cocoa prepara- 
tions, and tobacco products—nevertheless 
showed volume losses of 38% to 46%. 
Sharp price advances more than offset the 
volume drop in fruits and vegetables 
(chiefly potatoes) and in tobacco products 
(chiefly cigarettes). Among tobacco ship- 
ments to various destinations, those to 
Egypt showed the greatest value increase 
—£1,127,000 in 1943 from only £116,000 
in 1938. Representing a volume expan- 
sion of four to five times, these exports 
were probably destined for the Allied mili- 
tary forces in the eastern Mediterranean 
rather than Egyptian commercial markets. 


Liquor Shipments 

The trend of liquor shipments is of es- 
pecial interest. Exports of “alcoholic 
spirits” to the United States increased 9% 
in value from 1938 to 1943, but fell from 
3,934,000 proof gallons to 3,434,000 gallons 
(Table 3). Shipments to the United 
States accounted for more than three-fifths 
of all such shipments by volume in 1943, 
compared with a little more than two-fifths 
in 1938. They now represent nearly one- 
third of all exports in the food, drink and 
tobacco group. 


MANUFACTURED PRODUCTS 
Considerable divergence of trends has 
marked the “articles wholly or mainly 
manufactured” group. Exports of silk and 
rayon goods and of chemicals and related 
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TABLE 2: WARTIME EXPORTS FROM THE UNITED KINGDOM BY MAJOR AND INTERMEDIATE COMMODITY GROUPS 
Source: Board of Trade 
Domestic Exports Only 


Value in Thousands of Pounds Sterlin; : Per Cent Change 
: : Change from 1036 | in Volume from 
Commodity Group Change, 1938 to 1943 
1938 1939 1940 1941 1942 1943 
Value Per Cont 1942 1943 1942 1943 
Granda tal. sires cis scien hs sa5 oe * 470,755 | 439,536a| 411,161a| 365,379a] 269,451 | 232,228 | -238,528) -50.7 +57 +71 | -64] -71 
Food, Drink and Tobacco.......... 35,894 | 35,721 | 33,352 | 27,846 | 18,510 | 18,994 | -16,900} -47.1 +53 +61 | -66| -67 
Graimvand flour: a. fcc e ese caer e es 1,670 1,203 606 268 132 222 -1,448} -86.7 +92 | +130 -96 —-94 
Animal feedstuffs..0 20.50. 520.00..0% 699 606 176 27 15 19 -680} -97.3 +70 | +102 =99 -99 
Animals, live, for food............... 9b 29 26 Q b b -8) -98.5 c c c Cc 
Meatiproductsececrecrece ee ce oes. 1,234 1,191 138 344 114 239 -995| -80.6 +33 +28 —93 -85 
Dairysprogductssnas et tec oer 1,112 Vat hi ly/ 927 244 100 342 —770| -69.2 +41 +55 -94 -80 
Fresh fruit and vegetables........... 394 330 206 70 174 517 +123} +31.2 |} +100 | +112 -78 -38 
Beverages and cocoa preparations....| 13,825 | 15,945 | 19,612 | 17,044 | 11,466 | 11,032 —2 5793) 20.2 +40 +47 | -41 -46 
Othersfood eee rere. tieccon sie, adi 12,037 | 10,287 6,274 4,236 2,245 1,438 | —10,599] -88.1 |. +132 | +125 —92 —95 
IRObAcconprod UCts eee eye er eae os: 4,915 5,013 4,787 5,610 4,263 5,185 +270) +5.5 +63 +79 47 —41 
Raw Materials, Ete.’.............. 56,920 | 54,392 | 36,223 | 15,709 | 10,188 9,003 | -—47,918) -84.2 | +70 +81} -90] -91 
Coa A PID «oe ats 37,406 | 38,259 | 25,307 7,989 6,041 5,928 | -31,478} -84.2 +47 +59 -89 -90 
Other nonmetallic mine and quarry 
DPOdUChs hens eke oo weecNicacPar ab tea 1,058 1,227 832 608 498 315 —-743| —70.2 +65 +55 Sif -81 
Sron)oreyand scrape...) 206446: 595 344 24 17 9 7 —588] -98.8 +56 +73 d d 
Nonferrous metal ores and scrap..... 2,298 1,570 233 84 28 29 —2,269| -98.7 +76 +94 d d 
Wioeodiand| timber.n.e ssc -seee a4: 71 59 65 45 64 78 +7; +9.9 G c c c 
Raw cotton and cotton waste......... 459 440 263 31 6 1 —457| -99.6 +81 | +101 d d 
Wool, raw, waste and rags........... 6,263 4,707 3,262 2,822 865 169 -6,093| -97.3 +76 | +111 -92 | -99 
Silk, raw and waste’................. 661 1,357 640 953 468 531 -130} -19.7 | +118] +136] -68| -66 
Other textile materials............... 269 152 84 5 5 4 —265| -98.5 +54 +71 | -99 d 
Oils, fats, resins and gums®........... 2,894 1,967 1,975 584 194 128 -2,766| -95.6 | +113 | +191 | -97 | -98 
Hides and skins, undressed...........| 1,108 991 1,215 1,215 1,125 1,031 7 -6.9 | +244 |} +186 71 -67 
Paper-making materials.............. 1,178 940 342 183 16 14 -1,164) -98.8 | +303 | +485 d d 
Rubbers secre tice centages 227 219 184 119 61 32 -195| -85.9 | +148 +67 -89 -92 
One 2,433 | 2,158 | 1,798 | 1,054 807 737 | -1,697| -69.7| +104 | +114] -g4| -86 
Articles Wholly or Mainly Manu- 
factured 2. toe an ee 365,244 | 338,167) 334,120a| 316,096a| 234,743 | 200,420 | -164,824) -45.1 +60 +75 | -60| -69 
Coke and manufactured fuel......... 3,292 4,000 2,202 1,172 788 1,026 —2,266| -68.8 +60 +84] -ge | -83 
Pottery, glass, abrasives, etc......... 9,610 9,453 | 11,495 | 13,479 | 11,432 9,055 -556| -5.8 +50 +68 | -91 —44 
Tron and steel and their products....} 41,556 | 32,832 | 31,037 | 18,927 9,827 6,027 | -35,528] -85.5 +38 +45 | -83] -90 
Nonferrous metals and their products.} 12,339 | 12,654 | 12,403 7,615 6,900 6,550 —5,789| -46.9 +41 +38 | -60] -62 
Cutlery, hardware, implements and 
instrumentsseeaeh bacterial Lo 02S 8,719 9,414 9,059 7,921 6,702 —2,326| -25.8 +54 +62 | -43 |] -54 
Electrical goods and apparatus*...... 13,430 | 11,253 | 13,182 | 11,353 | 11,163 | 11,079 —2,351| -17.5 +47 +64) -43 | -50 
Machinery (excluding vehicles)....... 57,868 | 47,398 | 36,540 | 30,950 | 29,942 | 27,973 | -29,895| -51.7| +49] +68] -g5| -71 
Wood and timber manufactures...... 1,165 1,057 756 528 381 235 —929| -79.7 | +144 | +180] -g7 | -93 
Cotton yarns and manufactures...... 49,681 | 49,092 | 49,277 | 44,701 | 40,087 | 34,173 | -15,507/ -31.2 | +103 | +120] -g9 | -¢69 
Woolen and worsted yarns and manu- 
factircs See ne we ins AL: 26,814 | 26,654 | 28,663 | 29,830 | 25,051 | 18,475 | -8,938] -31.1] +51] +79 | 38] —61 
Silk yarns and manufactures®.........} 5,502 5,904 8,668 | 11,761 | 16,421 | 12,674 | +7,172|+130.4 +80 | +109 | +66 | +10 
Other textile manufactures...........] 10,657 | 11,106 | 12,387 9,647 8,855 6,297 4,360} -40.9 | +115 | +154] -61 | -77 
‘Apparelier: savas ee eee ee ee 8,515 8,252 7,521 8,064 7,674 3,404 —5,112} -60.0 +60 +79 | -44 | -78 
Footwear tere at ee ec ken are 1,963 1,889 1,817 5,361 1,387 673 -1,290| -65.7 +60 +60 -56 —78 
Chemicals, drugs, dyes and colors... .| 22,060 | 22,788 | 27,667 | 25,039 | 23,755 | 27,531 | +5,471| +24.8 +57 +54] -31] -19 
Oil, fat and resin manufactures...... 5,365 4,743 2,984 2,176 725 695 —4,671| -87.1 +63 | +108 ~99 ~94 
Leather and its manufactures........ 3,943 4,099 3,688 2,822 2,969 1,671 —2,272| -57.6 +71 +82 =56 17 
Paper, cardboard, etc................| 6,980 | 6,696 | 9,852 | 7,189 | 4,970] 4,074] -2857| -41.2| +95 | +104| -¢3| —71 
Vehicles! A Poet Ie Se vas Gate 44,627 | 39,645a| 31,172a} 35,701a| 7,510 | 8,430 | -36,198| -81.1| +65 | +99] -99| —91 
Rubber manufactures.....:...---..- 1,650 1,451 1,875 1,276 763 275 -1,375| -83.3 +60 +95] -71 =O 
Other’ranttiOuy, nalee, He divas a 29,249 | 28,482a| $1,520a| 39,446a} 16,224 | 13,401 | -15,849| -54.2| +79] +80] -64| —75 
Animals, Except for Food........ 679 684 824 251 166 127 -552| -81.3 +63 +81} -§5 | -90 
Parcel Post). ints See ak. 2 12,017 | 10,573 6,640 5,477 5,844 3,683 -8,334| -69.4 e e =53) |= 70 


Wncluding “articles mainly unmanufactured.” 

2Including artificial silk waste. 

3Including seeds and nuts for processing for oil, etc. 

4Not including electric generators, motors or other electric machinery. 

5Including artificial silk. ; 

Including locomotives, ships and aircraft. Including exports of munitions of these 
types by government ceperiaents through 1941 (but of minor importance in 1938); 
“commercial” exports only, in 1942 and 1943; see note a, below. 

7Including exports of arms, ammunition, and military and naval stores in this group 
by government departments through 1941 (but of minor importance in 1938); “com- 
mercial’ exports only, in 1942 and 1943; see note a, below. 

aExports of munitions—comprising aircraft and other vehicles (except tires and tubes 
for road vehicles) in the “vehicles” group, and arms, ammunition, and military and naval 
stores in the “other” group of manufactures—made by British government departments 


products increased sharply in value from 
1938 to 1943, while shipments of “pottery, 
glass, abrasives, etc.” and of “electrical 


moderate losses. 


were included secure 1941, although unimportant in 1938. The 1942 and 1943 figures, 


however, include only “commercial” shipments of these munitio: 
ment shipments.) Consequently, although 
comparable for practical purposes with 
1940 or 1941. It should be noted, however, that these 
the two minor groups above named, for 
factured,” 
“food, 
“parcel post,” and all 


goods and appliances” showed relatively 
Measured in volume, 
however, although silk and rayon in- 


ms (2. ¢., only nongover- 
the 1942 and 1943 figures for these aroupe are 
1938, they are not strictly comparable with 1939, 
Annee year ae noe compas ble only for 
c jor group, “articles who r main; - 
” of which they form a part, and for the grand total. The othe: mane rope 
drink and eee ine “raw materials, etc.,” “animals, except for food,” and 
3 e other minor groups are comparable throughout th ire peri 
b£482 in 1942 and £126 in 1943, compared with £8,535 in 1938 a oe 
cNot computed. ‘ 
dMore than 99%. 


eParcel post is recorded by the Customs according to an official valuation. 


creased 10% over the five years (the only 
group to increase at all), chemicals de- 
creased 19%, and the pottery and elec- 


November, 1944 


BUSINESS RECORD 293 
AS et 


Table 3: Wartime Exports from the United Kingdom 
by Selected Commodities 


Source: 


Board of Trade 


Domestic Exports Only 


Volume Value in £ Thousands 
Classification 
Unit 1938 1943 | gages. .| ioss | 104s 1098 9 
1943 
Alcoholic spirits............ M. pf. gal 9,122 5,473 -3,649 | 11,362 | 9,639 | -1,723 
to United States.......... M. pf. gal. | 3,934 | 3.434 -500 | 5,598 | 6,120] +4522 
Cigarettes! #1 90 he oo M. lb 26,456 16,984 —9,472 4,289 | 4,913 +624 
Goale ee Areas th OO or M ton 35,856 3,374 |-32,482 | 37,406 5,928 | -31,478 
Plate and sheet glass....... .| M. ewt 674 836 +162 798 | 1,340 +542 
Tron and steel products... .. M. tons 1,915 134 -1,781 | 41,556 | 6,027 |-35,529 
Machinery. LEER Pie Som coe re M. tons 459 136 -323 | 57,868 | 27,973 |-29,895 
Electrical" Si 6 On ik M. tons 44.6 28.4 16.2) 7,894 | 6,575 | -1,319 
Machine 'tools®.. 03.5... M. tons 24.1 12.7 -11.4) 4,473 | 2,783 | -1,690 
Textile. eo Cn ee M. tons 70.8 13.0 -57.8) 8,407 | 4,695 | -3,712 
Cotton piece goods......... mill. sq. yd.} 1,386 374 -1,012 | 31,961 | 20,280 |-11,681 
to United States.......... mill. sq. yd. 8.7 7.9 -0.8} 443 513 +70 
Woolen and worsted fabrics*.| mill. sq. yd. 90.5 44.2 —46 3) 14,980 |.12,250 | -2,730 
to United States.......... mill. sq. yd. 4.8 2.6 -2.2| 833] $98 -5 
Artificial silk and goods‘... .| mill. sq. yd. 29.5 6.2 23.3} 1,310 665 645 
Airplanes. eee bad kero ae ae sae Ee 5,408 | 1,677 | -3,731 
Locomotives®.............. one 168 Q7 -141 1,505 344 | -1,161 
Passenger automobiles®, ..... one 44,123 29 | 44,094 5,486 9 | -5,477 
Motor trucks and buses’... . one 3,384 1,078 —2,306 1,640 489 | -1,151 
Shipsand|boats. ser. ans Ile aeenet. Sates : 8,491 76 | -8,415 


1Generators, motors, etc. 
?Metal-working only. 
3Excluding minor types. 


trical groups 44% and 50%, respectively. 
All of the other categories in the manu- 
factures group showed volume losses of 
54% and upwards, most of them run- 
ning in excess of 70%. Details for indi- 
vidual products are given in Table 3. 


REGIONAL DISTRIBUTION 


Data on exports by destinations are 
available on a value basis only (Table 4), 
and of course much understate the drop 
in volume. Details for non-British coun- 
tries in Europe have not been released, 
this region being divided only into enemy- 
held and “other” territories.* 

The drop in exports to “other” Europe 
reflects the drastic curtailment of trade 
with Sweden, Switzerland and Italy, 
which more than offset the increase to the 
US.S.R. The relatively small decline in 
shipments to Mediterranean Asia and 
Africa is owing primarily to N.A.A.F.I? 
and similar shipments of cigarettes, etc., 
for the troops in the area, and to the 
opening up of Algeria, total exports to that 
country rising to £3,672,000 in 1943 from 
£1,017,000 in 1938. 

Argentine shipments were more than 
halved, the drop being much greater than 
to most Latin American countries. 

Exports to Canada actually increased in 
value, apparently in part from British 
efforts to build up Canadian exchange 
against British war purchases; shipments 


1Other” Europe, as given in Table 4, includes Iceland 
and the Faroe Islands, for both of which separate figures 
are available. F , 

2Navy, Army and Air Force Institutes. 


‘Excluding minor types; including staple fiber. 
5Main line, except electric. 
6Excluding second-hand. 


of cotton yarn, woolen and worsted piece 
goods and plate glass rose both in value 
and in volume. 


United States Market 


British shipments to the United States 
included virtually no munitions. The 
value figures are therefore comparable for 
the entire war period and are given below: 


Year £ Thousands 
1988 Ae cage. Cees 20,484 
1939... pene Re, 28,405 
TO40 eer. RO ced ete. 9° 32,993 
LOS Viney, cong: POs hs Meni, ot: 31,754 
Ly Adee nara fan yale NE ones 23,550 
LOSS. Ses Me ey a ee ee 19,257 


The increase in 1939 and 1940 and the 
maintenance of a high level in 1941 re- 
flect the forcing of exports for the pur- 
pose of financing British war purchases in 
the United States. With the adoption of 
the lend-lease program the need became 
less urgent, and the value of these ship- 
ments declined accordingly. Liquor ship- 
ments alone amounted to £6,120,000 in 
1943, compared with £5,598,000 in 1938 
(Table 3), and comprised almost one- 
third of all shipments to this country. 
Other products that were sent here in 
1943 in greater value, although in reduced 
volume, included earthenware, textile ma- 
chinery, cotton piece goods and damask 
table linen. Chemicals and drugs rose to 
£3,796,000 from only £937,000 in 1938. 
Shipments of rabbit skins, paper products 
and cotton yarns were larger both in value 
and in volume, the number of rabbit skins 


Table 4: Wartime Exports from the 
United Kingdom by Areas 
Source: Board of Trade 
Domestic Exports Only; £ Millions 


Area 


Grand Total......... 
Enemy-occupied!. ... . 
Othervs: pp ee oe 


British Countries. . . 


Enemy-occupied..... —100.0 
Other? ee ee -29.6 
Non-British 
Countries... . : -64.8 
Enenty aa ee 9 -100.0 
Other 440). eee eal -31.5 
Europe? J : ~78.4 
Enemy a ee 0 ... | -100.0 
Hirescccrt cere a 6 —42.9 
Other Europe?....... 3 .7| -36.2 
Asia and Africa’... . 25) 6] -45.5 
Mediterranean....... 3 .0 -10.6 
Enemy-held Asia.... . 8] .... | -100.0 
British India......... .8| 17.5 | -48.2 
Other Asia........... 3] 6.5] -60.1 
Union of South Africa] 39.5 | 21.7] -45.1 
Other Africa......... .8 | 25.9 +8.8 
Oceania‘............ 1} 40.1] -31.0 
PATIStCALI ASS ee 2} 26.9} -29.6 
New Zealand........ 12.9] -32.8 
Northern North 
America®........ 43.1 -3.4 
Canada. evn oe 23.2 +3.1 
United States........ 19.3 -5.9 
Central America and 
West Indies... .. 9.9.) 97-8)| > =2122 
WIGED. cooonnsnasecal| Oo) || Oi |) San 0 
British West Indies...} 6.0 | 4.4] -26.7 
Othera et hey Ae de 3.1 C3 el S10} 
South America...... 34.2 | 21.3 | -37.7 
PAT Pen tina) see 19.3} 9.6] -50.3 
Brazilage es le ae 5.2) 4.1] -21.2 
Chile: ete 4.4.6 en oe 1.6 2.0 | +23.6 
Colombia. ..... 1.8] 0.8] -54.0 
Peruse. ose 1.0 0.8 3}. 
Uniguayaneee eee 2.2) 1.3) 40.5 
Venezuela........... 1.4 ad -26.7 
Other ene ee oe 1.5 Wye +7.3 


MIncluding all countries except Italy that were enemy or 
enemy-occupied on December 31, 1943. 

"Including Italy and Turkey. 

3Excluding Turkey. 

4Including also islands of Oceania. 

5Including also Newfoundland, Labrador and Bermuda. 


rising to 25.2 million from 2.7 million, and 
the amount of yarn to 2,297,400 pounds 
from 579,500. 


WARTIME IMPORTS 


Data on British imports, released sub- 
sequently,’ show a rise of more than 100% 
from 1938 to 1943. Shipments increased 
from British countries and imports from 
the United States expanded eight-fold 
while those from other non-British coun- 
tries were halved. These figures include 
“munitions” throughout, as heretofore de- 
fined; with these excluded the increase still 
amounted to 32%. “Munitions” imports, 
however, comprise only a part of the im- 
ports devoted to the war effort, since a 
considerable portion of such imports as 


MStatistics Relating to the War Effort of the United 
Kingdom,” Cmd. 6564, available from the British Informa- 
ion Services, 30 Rockefeller Plaza, New York. 
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culture expects the 1945 supply of food 
for civilians to continue at 1944 levels, 


Table 5: Wartime Imports and Trade Balance of the United Kingdom 


sy cee aes although there will be changes in the rela- 

tive position of several products. For ex- 

Item 1938 1989 1940 1941 1942 1948 ample, although pork supplies will prob- 

Imports from— ably decline, a compensating rise in beef 

Britishscountries Peay aes «<6 fae ul: 371.5 Pee fal 3 hee ey: ; sie is anticipated. Another likely change is 

iy aed 118.0 ; 5 | 1,099. cae : sen: 

Oi cack. to ie as ene 430.0 | 410.1] 398.3| 921.1] 188.0] 218.1 me erent eee penises 
otalim ports rie eae ae 919.5 885.5 | 1,152.1 | 1,145.1 | 1,205.6 | 1,874.7 z ‘nedor ar d of thewE n 
HGhehiayampriN@itaeeseeoces Coe coop dl teow |) excunc |) somiece 1,003.1 | 1,216.8 maintained. PAA, e Kuropea 

Domestic exports!.......... 00600000005 470.8 | 439.5] 411.2] 365.4] 269.5| 292.2 phase of the war is not expected to affect 

Reexports an rr ii toni accga yeh 61.5 46.0 26.0 12.7 4.6 5.4 civilian supplies materially. The goal for 
Potalexports!. Ayia 0... webalathn 532.3 | 485.5 | 437.2 | 378.1 | 274.1 | 237.6 1945 planting acreage is about 1% higher 

HIM DOLG SUL IUS saan teri ie ie) cite acer 387.2 400.0 714.9 767.0 729.0 979.2 then in 1944. 

Average import prices (1938=100)*..... 100 99 133 150 156 173 In view of anticipated 1945 increases in 

Excluding munitions!?...............| ... Aor aoe ae 152 168 operating expenses, owing to higher wage 

“5 tet pena atmiaaa RO an Ne ez ea ng es ee rates and costs for maintenance and de- 


‘Munitions imported or exported by government cepeavaent: excluded in 1942 and 1943, and unimportant in 1938. 


For definition of “munitions,” see footnote to Table 2. 
2Reexports including munitions: 


1942, £10,700,000; 1943, £10,100,000. 


%Computed by Toe Conrerence Boarp from Board of Trade Statistics. 


steel, copper and aluminum are also di- 
rectly for war purposes. 

The amount represented by “munitions” 
in 1943—£657.9 million, or $2,632 million 
at the rate of £1=$4 — compares with 
United States lend-lease exports of muni- 
tions to the United Kingdom in the same 
year of $2,000 million. However, wide dif- 
ferences in statistics preclude any conclu- 
sive comparisons. 


Commodities Imported 


Food imports in 1943 totaled 11,525,- 
000 tons against an average of 22,026,000 
during 1934-1938, a decrease of nearly one- 
half. Of the major food items, only canned 
meats, and oilseeds, oils and fats showed 
tonnage increases although the decrease 
for bacon and other meats, excluding 
canned, and for beverages and “other 
foods” was fairly small. Feed grain and 
fruit and vegetable imports, on the other 
hand, were very drastically cut. 

The tonnage of the major raw material 
items also decreased sharply. Only pig 
iron, steel ingots, semifinished and finished 
steel, bauxite, aluminum, copper and to- 
bacco were greater; all of these except 
tobacco are, of course, war materials. Im- 
ports of steel ingots, semifinished and fin- 
ished steel in 1943 aggregated 2,299,000 


the 1938 balance of £387.2 million, and 
still more than the 1935-1938 average of 
£390.1 million. “Munitions” are excluded 
from this comparison, since export figures 
including them are not available for 1942 
and 1943. Nevertheless, the 1943 balance 
far exceeds the previous record of £784 
million for 1918, the last year of the first 
world war. 


Winturop W. Case 
Division of Business Practices 


Planting Goal Raised 


HE NOVEMBER canvass of the har- 

vest published by the Department of 
Agriculture yielded even higher crop es- 
timates than that for October. 

This year’s corn crop, it appears, will 
reach a record of nearly 3.3 billion bush- 
els. Last year’s crop was not quite 3.1 
billion bushels and the ten-year (1933- 
1943) average was less than 2.4 billion. 
The new estimates are appreciably higher 
for white potatoes, sweet potatoes, buck- 


Production and Civilian Consumption 
of Food, 1941-1944 
Source: Department of Agriculture 
Index Numbers, 1935-1939 =100 


preciation, the Department of Agriculture 
foresees a decline in farm net income of 
10% to 15% from the 1944 level. This 
matches the department’s view that the 
1945 national income will be somewhat 
lower than that of 1944 because of con- 
tracting government expenditures. An- 
other point made is that agricultural prices 
will decline owing to smaller demand and 
excellent 1944 harvest together with 
heavier carry-overs, but this decline will 
be limited by Congressional price-support 
commitments. AS. 


Motor Carrier Income 
Continues Lower 


REIGHT carried by motor carriers 

has been preliminarily placed at 2.3 
million tons in September, 1% below a 
year ago. General freight, which is us- 
ually about 80% of all tonnage carried, 
has been rather consistently lower this 
year, and increased petroleum tonnage has 
not been sufficient to offset the drop. 

But revenues of freight motor carriers 
appear to have risen appreciably, totaling 
$18.3 million (preliminary) in September, 
compared with $17.7 million in September, 
1943. 

Higher expenses, especially for mainten- 
ance and terminals, reduced margins dur- 
ing the first twa quarters of the year. As 
no change in the upward trend in ex- 


tons, or more than double the average of Production 19441 | 1943 | 1942 | 1941 penses is expected, net income after taxes 

1,040,000 tons in 1935-1938. Aluminum IM- Food crops...... . 130 | 116 194 | 116 in the third quarter may continue the un- 

ports rose to 212,000 tons from 29,000 in Food livestock...| 188 | 188 | 126 | 115 impressive showing made in the first half 

1935-1938, and refined copper to 494,000 Total............} 188 | 182] 195] 115 : : 

tons from 262 000 Pig peer ny rose ee of the cairo. when it declined 33.8% as 
ene Civilian per capital 107 | 106 | 107| 108 Compared with 1948. 


to 361,000 tons from 341,000, but scrap 
imports, in the effort to save shipping 
space, were virtually wiped out. 


THE TRADE BALANCE 


The British trade balance in 1943 
showed an import surplus of £979.2 mil- 
lion, or more than two and one-half times 


1Production indexes are based on the October crop re- 
port and estimated marketings and home consumption of 
livestock and livestock products for the calendar year 1944. 
wheat, rice, sorghums for grain, soybeans, 
and apples. They are lower for beans, 
sugar cane and sugar beets, pecans and 
grapes. 

The United States Department of Agri- 


Passenger carriers in July, the latest 
month for which ICC data are available, 
as in earlier months this year, showed in- 
creased revenue over 1943. However, the 
5.5% increase to $39.1 million in July was 
accompanied by an almost equal rise in 
vehicle-miles operated, indicating an in- 
crease in expenses. T.W. 
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Webb-Pomerene Export Associations: 1918-1944. 


ESPITE complaints of difficulty in 

doing export business under the 
Webb-Pomerene act, close to $5,200 mil- 
lion of United States goods were exported 
between 1920 and 1940 by the 121 export 
associations that operated under the act 
during the period. This volume of busi- 
ness represents 6.6% of all United States 
merchandise exported during these years, 
and is equivalent to an annual business of 
approximately $5 million an association. 


the territorial jurisdiction of the United 
States. 


Sec. 5. That every association now 
engaged solely in export trade, within 
sixty days after the passage of this Act, 
and every association entered into here- 
after . . shall file with the Federal 
Trade Commission a verified written 
statement setting forth the location of its 
offices or places of business and the 
names and addresses of all its officers 


1. Associations actually serving as cen- 
tral agents for their members, taking or- 
ders, negotiating sales, and handling ship- 
ment of the goods; 

2. Associations directing the export 
trade of their members and retaining cer- 
tain export trade functions, but at the 
same time permitting their members to 
take their orders directly through the 
agents they already have abroad; 

8. Export companies formed to buy 


Table 1: Exports by Webb-Pomerene Export Associations 


PURPOSE OF ACT Sources: Federal Trade Commission; Department of Commerce 
The Webb-Pomerene act’ was ap- 


proved by President Wilson on April 10, 


Values in Millions of Dollars 


Exports of Webb-Pomerene Associations 


any domestic competitor of such asso- 
ciation: And provided further, that such 
association does not, either in the 
United States or elsewhere, enter into 
any agreement, understanding, or con- 
spiracy, or do any act which artificially 
or intentionally enhances or depresses 
prices within the United States of com- 
modities of the class exported by such 
association, or which substantially les- 
sens competition within the United 
States, or otherwise restrains trade 
therein. 


Sec. 4. That the prohibition against 
“unfair methods of competition” and 
the remedies provided for enforcing 
said prohibition contained in the [Fed- 
eral Trade Commission Act] shall be 
construed as extending to unfair meth- 
ods of competition used in export trade 
against competitors engaged in export 
trade, even though the acts constituting 
such unfair methods are done without 

1Officially termed the Export Trade Act. 


1Includes copper, iron and steel, scrap, metal lath, zinc, 
machinery and implements, foundry equipment, loco- 
motives and railway equipment, electrical apparatus, signal 
apparatus, tools, pipes, valves, and screws. 

2Phosphate rock, coal and coke, sulphur, petroleum and 
products, carbon black, potash. 

3Pine, fir, hardwood, red gum, redwood, walnut, naval 
stores, plywood, doors, furniture and office equipment, 
wood pipe, barrel and box shooks, wooden tool handles, 
clothespins, pencils. 


and of all its stockholders or members 
. and on the first day of January 
of each year thereafter it shall make a 
like statement. . . It shall also fur- 
nish the commission such information as 
the commission may require as to its 
organization, business, conduct, prac- 
tices, management, and relation to other 
associations, corporations, partnerships, 
and _ individuals. 
Three general types of export associa- 
tions have been organized under the act, 
the first two being sometimes combined: 


1Temporary National Economic Committee, Monograph 
No. 6, “Export Prices and Export Cartels (Webb-Pomerene 
Associations)”, pp. 149-150. 


1918, for the purpose of permitting the for- Nontler 
mation solely for export purposes of trade ee Metals | Products | Lumber Other w Ree 
associations that otherwise would be pro- a Mince ee Total cs tions as of 
hibited by the anti-trust laws. The act Products!} Wells? | Products? Products® goneiee 
vs ad eg oe ee ae ie ee ee a ee | ee 
as the answer of the day to the charges joa) 0| 17.0| 8.0| 36.0 | 221.0 5.1| 48 
that American concerns could not compete 1921........ 5. 9.9| 58] 23] 91.2 9} 2. 1.9] 48 
in foreign markets with the highly organ- 1922........ a a a a a a {3,765.1 a a 56 
ized foreign industries unless they too were 1923-.-.---- 68.2 | 10.5} 26.0] 32.4] 16.4] 158.5 |4,090.7]) 3.8] 2.8] 55 
‘ E i) eae 44.0] 9.9] 32.7] 35.8] 18.1 | 140.0 4,497.6, 3.1] 2.8] 50 
permitted to pool their efforts. The per- 
rea iced edith tara ier os 1925... 43.3 | 14.3 | 38.0 | 42.0] 27.9 | 165.5 |4,818.7]) 3.4] 3.3] 50 
: of the act follow: 19960 56.5 | 14.3 | 35.7 | 35.0| 59.0 | 200.5 |4,711.7) 4.3] 3.9] 51 
Sees hDhitemoching“containedtnithe 1927+ arr 180.0} 15.2 | 35.4] 53.0] 87.9 | 371.5 |4,758.9] 7.8| 6.8] 655 
Cy ae ee 1996. 267.6 | 17.5 | 28.2 | 80.4] 82.5 | 476.2 |5,030.1| 9.5] 8.5| 56 
Biel cag inks = : i lle ; CONE® 1929) nants 271.0 | 270.0 | 26.0 | 67.1 | 90.0 | 724.1 |5,157.1] 14.0] 12.7 57 
‘ati aS - ge as yee i PE 1980 .c0 cconec 208.0 | $15.0 | 22.5 | 40.5] 75.0 | 661.0 |3,781.2] 17.5] 11.6] 57 
sociation entered into for the sole pur-  j931......., 100.0} 73.0] 35.4] 82.5 | 70.1 | 311.0 |2,378.0| 13.1] 5.5| 57 
pose of engaging in export trade and 1932........ 21.0} 56.0 8.0 | 24.0] 35.0 | 144.0 |1,756.2)} 8.2 2.8 51 
actually engaged solely in such export 1933........ 29.0 | 44.0 8.0 | 28.0] 34.0 | 143.0 |1,647.2) 8.7] 2.9 50 
trade, or an agreement made or act done 1934........ 27.0| 53.0| 8.5 | 21.8] 36.0 | 145.8 [2,100.1] 6.9] 3.2] 45 
in the course of export trade by such 1935........ 20.3| 55.9| 9.5 | 16.5| 35.6 | 187.7 [2,243.11 6.1] 3.2] 48 
association, provided such association, 1986........ 40.5 | 40.8 | 8.5 | 21.8| 38.2 | 149.3 |2,419.0/} 6.2] 3.3] 45 
Bets oe wetais nok in estrainl’ oF Mtoe eee 94.0] 32.6] 7.5] 19.9] 44.0 | 197.9 [3,298.9] 6.0] 4.4] 45 
ee ThctcacStat Sater Pe 8aaay 2 = 67.0| 20.9| 5.9 | 21.5] 46.0 | 161.2 13,057.2} 5.3] 3.7] 44 
Meee eat iL eRe cee on . SUNT baci tad 135.0] 18.8] 6.6 | 20.0] 56.8 | 237.1 |3,123.3} 7.6] 5.5] 48 
etme ee 80: t . 207.5| 16.6 | 7.9 | 12.8] 68.1 | 307.4 |3,934.2| 7.8] 7.0] 44 


4Canned milk, meat products, sugar, flour, corn, and 
other grain products, rice, sardines, canned salmon, peas 
and other canned vegetables, canned, fresh and dried fruit. 

5Paper, rubber products, abrasives, cement, glass, cotton 
linters, webbing and other textiles, clothing, buttons, fer- 
tilizer, paint and varnish, insecticides, alcohol, tanning 
materials, soda pulp, soda ash, alkali, and other chemicals, 
and general merchandise. 

*Excludes reexports. 

aNot compiled in 1922. 


their members’ products outright and re- 
sell them in foreign markets.’ 

Most associations have become incor- 
porated, although the act does not require 
it. 

EXPORT TRENDS 

Shipments by export associations 
reached their peak in 1929, when $724.1 
million of goods was exported, or 14% of 
all exports from the United States (Table 
1). Their volume dropped off in 1930, 
but not so sharply as that of other ex- 

bid., p. 136. 
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ports, with the result that their proportion 
to the total rose to 1742%. In the depres- 
sion years, although values tended to run 
appreciably below the levels of the nine- 
tween-twenties, they were better sustained 
than export trade as a whole, and accord- 
ingly represented in those years a consid- 
erably larger part of total shipments than 
in the pre-depression period. In 1940 the 
proportion amounted to 7.8%. 


Metal Products 


Measured by the value of their exports, 
these associations have on the whole been 
most important in the metal and metal 
products field. In 1929, when the peak 
volume of all export associations was 


Table 2: Changes in Number of Webb- 
Pomerene Export Associations 
Source: «federal Trade Commission 


Calendar Year | Organized UT BA ene 
——— 
LOU Ue 5 5 
1919. 32 iahs 37 
1920. 9 4 42 
1921. 12 Q 52 
1922. 7 2 52 
1923. 5 9 48 
1924. 3 1 50 
1925. 3 Q 51 
1926. 4 Q 53 
Deen Se Bere 5 4 54 
1928. Q 1 55 
1929. 8 7 56 
1930 5 5 56 
1931 3 7 52 
1932. 1 3 50 
1933. of 43 
1934. 5h $3 40 
1935 5 1 44 
1936. 3 4 43 
1937. 3 g 44 
LOSS Nan cede a 1 g 43 
1939. 3 3 43 
OA OS pic, ete Q Q 43 
1941, 9 a) 49 
1942, 3 3 49 
1943. 1 3 47 
19442 eee Q 1 48a 
Tota lane 136 88 


1From April 10, 1918. 
2To November 7, 1944, only. 
alncluding 3 inactive. 


reached, this group alone accounted for 
$271 million, or 37.4% of the total. By 
1940, when total shipments were 58% less, 
the group comprised more than two-thirds 
of the total. The mine and well products 
group made large shipments in 1929, and 
in 1930 held top place, but was less im- 
portant in other years. The volume of the 
other groups has fluctuated widely. 

The average volume of business handled 
by export associations has been surpris- 
ingly constant, ranging during much of 
the period around $3 million to $4 mil- 
lion annually. A high point of $12.7 mil- 
lion was reached in 1929. Fluctuations in 
general have paralleled changes in world 
business conditions. 
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Table 3: Length of Life of All Webb- 
Pomerene Export Associations 
Source: Federal Trade Commission 


Number In Exist- 
Years in Existence Discon- ence on 
tinued 11/7/44 
On) Reeth aac ee 4 Q 
LE My VR a a a ee Wal 1 
Oe Re Mae OP a ee 6 Q 
SPS Oe 9 7 
A ee PANES. Senne 12 Q 
OA ents We tee: 4 6 1 
Cnet aa tye ee, Q 1 
i fae ae < aon ye 8 Qa 
tS PR 9 eT na eee 5 Q 
Cee co ers eee SAME Deen, 5 3 
BAD ee Pincers itis comes Buse Ce ae 4 
L TES Ae. ee eer 1 
Df ee ee on La a Q ie 
es YR ON ee ta) 1 
ee ot eS ae 3 Q 
IH ia cg Mee oe Q Q 
Ge ee eae 1 
LGA AR RE 5 at hsoteck me 
LS eet a et oetesee Qa 
LD tem ait res ic ark as Ne ordi 1 1 
2 Ogee care rc ee ican Q i: 
Al eee, ee ps peer e 3 
O09 Re a eS ys Q 
DS ERT TaN eae rc Meese 1 
2A Bc Baa Ae. Pheu 8 1 
CA Ws TRS ME OES es Bee 9a 
PA iGe. &., eal oh, eee oe are ae ae 2 
Do) i ee Rey LO ee a 88 48a 
Average number of years. 6.4 13.3 


alncluding three inactive associations, in existence 
7, 18, and 25 years, respectively. 


NUMBER OF ASSOCIATIONS 


The number of export associations has 
also remained relatively steady from year 
to year, the variations that have occurred 
reflecting changes in foreign conditions, 
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with a normal lag of one or two years. Be- 
tween 1920 and 1944 the total has varied 
only between forty and fifty-six, the peak 
being reached in 1929-30 and the low point 
at the end of 1934 (Table 2) .* 

In all, 136 associations have been or- 
ganized under the act up to November 7 ; 
1944. Of these, 88 have been discontin- 
ued for one reason or another, leaving 48 
still in existence on November 7. Of th's 
remainder, three are currently inactive 
and one is “in suspension.” New asso- 
ciations were formed most prolifically dur- 
ing periods of active foreign markets 
(apart from the initial organizational 
period), while mortality tended to be 
highest during adverse conditions. 

The 88 associations that have  suc- 
cumbed lasted an average of 6.4 years 
each, 42, or nearly half, having a life of 
less than 5 years (Table 3). In contrast, 
the 48 in existence today have already 
survived an average of 13.3 years, twelve, 
or 25%, were organized in 1918-1920, thus 
having lasted 24 years or more. The much 
greater average life of the surviving asso- 
ciations indicates growing stability and ac- 
cumulating knowledge of their possibili- 
ties and proper functions. 


REASONS FOR DISSOLUTION 


Of the 91 dissolved and inactive associ- 
ations, 24, or more than one-quarter, were 
dissolved without ever having really oper- 


1These are year-end figures. The totals given in Table 1 
are as of June 30 of each year, and, while differing slightly 
from those in Table 2, present an essentially similar picture. 


Table 4: Reasons for Dissolution of Webb-Pomerene Export 


Associations 
Source: Federal Trade Commission 
Reason Number Per Cent 
GRAND. LOrAlias. creak agstencuarttl. quik coeaieke oo ee Roe ee 91a 100.0a 
DISSOLVED WITHOUT HAVING REALLY OPERATED...............-..++00-005 Q4 26.4 
Organized 1919-21, following passage of act......................++-- 15 16.5 
Organized 1922-38—misappraisal of prospects................:..+----. 5 5.5 
Organized 1939-42—war conditions fatal.......................-+---- 4 4.4 
DISSOLVED AFTER OPERATING SUCCESSFULLY.............0000eceeeeeeeeee 67a 73 .6a 
General international conditions...........................-5. 18b 19.85 
Postwar, depression of 109-02 season: eae ene 2 2D 
Depression ‘of 1930=38%.0.0. .erbatrun thee = cc eee eee ne 12b 13.26 
Second World Ware see ieee senate anced © ieee ee eee 4 4.4 
Changed market conditions................5...22:c+ee+seesce: 28e 30. 8c 
Increased production and/or protection in importing country......... 6c 6.6c 
Increased competition by other foreign suppliers.................... 10 11.0 
Increased competition by United States nonmember firms............ 1 ita 
Disappearance of special purpose for which established.............. 4 4.4 
Not specitied: 62.5. #5 ieee cisaee en ee ee 7 oll 
Exhaustion of United States supply or exportable surplus.... 4b 4.46 
Internal considerations). 0. )0G),.kens.. aaa eee steele 12 1G.© 
Change in functions—no longer qualifies under act.................. 3 3.3 
Realignment of functions—superseded by another association......... 6 6.6 
Litigation. i:....:,00% a «0c oe us al a etee <ceee © en Q 2.2 
Red tape in exporting alcohol products during prohibition............ 1 1.1 
No ‘reason: givens ¢.. xccluas cookie ee ee eee 5 Is. 5) 


alncluding 3 associations inactive but still reporting to the Federal Trade Commission. 
bIncluding 1 association inactive but still reporting. Also including two associations listed under another reason and 


therefore counted here as only one. 
cIncluding 1 association inactive but still reporting. 
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ated (Table 4) 2 Fifteen of these 24 were 
organized in 1919-1921, immediately fol- 
lowing enactment of the Webb-Pomerene 
act and before there was adequate under- 
standing as to the part that such associa- 


ucts, a use for which they were found to 
be ill adapted. For example, the Missis- 
sippi Valley Trading & Navigation Co. of 
St. Louis “was formed in 1920 with the 
intention of selling products of the Missis- 


Table 5: Webb-Pomerene Export Associations as of November 7, 1944 


Source: 


Federal Trade Commission 


Name of Association 


Phosphate Export Association.................. 
Pipe Fittings and Valve Export Association, The 
Potash Export Association, Inc................. 
Redwood Export Company.................... 
Rice Export Association (inactive 1939-1943)... . 
Rubber Export Association, The................ 
Steam Locomotive Export Association, Inc....... 
Sulphur Export Corporation................... 
Texas Rice Export Association................. 


Textile Export Association of the United States 


Typewriter Manufacturers Export Association. .. 
United States Alkali Export Association, Inc..... 
United States Insulation Board Export Association 
Walnut Export Sales Company, Inc............. 
Walworth International Company.............. 
Washington Evaporated Apple Export Association 
Wesco Lumber Association..................... 
Wine and Brandy Export Association of California 
Wire Rope Export Trade Association, The....... 


alncluding 11 in Packers’ Division and 7 in Merchants’ 
Division. 

bIncluding one associate member. 

cAs of date of organization, September 7, 1944. 

dAll stock owned by Goodyear Tire & Rubber Company. 

eIncluding two associate members not stockholders. 


tions could play or the conditions under 
which they could operate effectively. 
Four were set up for the purpose of 


handling a wide range of dissimilar prod- 


1[t should be noted that the classification of associations 
as to reasons for dissolution, given in Table 4, involves a 
certain amount of arbitrary allocation, since the real reasons 
frequently are implied rather than expressly stated, but 
the picture presented by the table is essentially correct. 


Year Number of 
Organized pee 
PRN oo ee a 1935 12 
BMS Hick ROS Cette ere eee 1930 ef 
Oh, So ee SE, oe ee Se 1919 8 
Rte EE Oy Cait et At ne the ae ce a 1919 Q 
Sera eacehate cee ee eke ee 1923 6 
< Re ERE ia EE, HE 1922 4 
Ve Rogebareptas But fae hia lo cicnarceth oer, 1936 3 
Re eee ee 1925 184 
ates TC ee Oe re 1936 6b 
RySeeL sek Pees oar 1940 5 
Be oP REPRE ee 1933 6 
TH Oe Cee Aas an 1919 10 
Lee fe rc ee en ee 1926 3 
anatase Ste eee eee eee, 1944 8e 
COO On ne Se ee ee 1918 59 
Fn eee ee 1929 4 
2 a, BE eS we tic 1941 4 
ol agrees Man areas ert ee 1931 31 
Oe ee 1939 Q 
Sy SBR Sais hs ce et tone 1926 11 
cee aE Ce 1940 2 
1919 3 
PR eo eee ee ee 1942 26 
1919 ) 
Le ee ae 1922 1d 
se AR AAS Re See 1929 7 
1 teetieds Gane. she Bertarras 1935 28¢ 
1937 10 
NLA RSEr MA AcheaaA «nesonerecarectie vate 1939 3 
ETI Re OS 1919 7 
cd TS a ee: 1919 6 
PS Aoki Che ee 1938 5 
i do ees ee ce ee 1918 lif 
SSE Aro aCe eke Nn 1937 37 
FR ee Moen a teee oh. eel Pate 1922 5 
Se Mets dames erecta 1944 2g 
Seat OY RE Io 1922 5 
A Wee iG eda aiecarrtetescis Cee 1942 11 
eae Soe er ata ara ae 1930 68 
Se EE Ne, Rts ee eee 1941 A 
Br OOS ae oe Ee eM 1919 11 
| COR eon ae eye 1941 3 
eT ie oe: 1919 3h 
ES tesa Re Ae 1920 li 
eee s Fer ichiobys ad ear dors 1941 5 
Etc EMR Oa SO od Roca: 1941 4 
ch eh ene 1941 ll 
1942 8 


fIncluding three members not stockholders. 

gAs of date of organization, October 25, 1944. 

hAs of November 7, 1944. 

iAll stock held by Walworth Company: Names of other 
companies for which export company sells not available. 


sippi Valley in foreign markets, including 
steel, dry goods, shoes, paper, furniture, 
flour, rice, and hardware. It was found, 
however, that Webb law groups can oper- 
ate to better advantage when formed to 
sell one commodity rather than an as- 
sortment of unrelated products. The com- 


pany was therefore not successful, and li- 
quidation was finally completed in 1923." 

The other 11 organized in 1919-1921 
were dissolved for a variety of reasons, 
mostly from lack of adequate understand- 
ing of how they should function. Five 
which never operated were organized dur- 
ing the interwar period (1922-1938), ap- 
parently under a misapprehension as to 
the prospects for their products, and dis- 
solved when the expected markets failed 
to materialize. The remaining four were 
organized in 1939 or subsequently, but 
found it impossible to operate under war- 
time conditions. 

The 67 other associations were all dis- 
solved after varying periods of more or 
less successful operation, Of these, 18 
disappeared because of the depressions of 
1921-1922 and 1930-1938 and the present 
war—l2 of them, or 13.2% of all dissolu- 
tions, because of the 1930-1938 depression 
alone.” Changed market conditions ac- 
counted for 28—6 because of increased 
agricultural protection abroad;* 10 owing 
to increased competition by foreign pro- 
ducers, including several button associa- 
tions as a result of Japanese competition; 
and one, a Memphis lumber association, 
because of competition by United States 
nonmember firms whose seaboard loca- 
tions gave them the benefit of lower ship- 
ping costs. Four others, which had been 
set up for special purposes, such as the dis- 
posal of grain stocks accumulated in the 
first world war, ceased operation when the 
supplies ran out or the demand ceased. 

Of the remaining dissolutions, the five 
for which no reason was assignable were 
probably due as much as anything to their 
inability to justify their expense to their 
members. 


EXISTING ASSOCIATIONS 


The names of the 48 export associations 
that were in existence on November 7, 
1944, are listed in Table 5. They repre- 
sent approximately 500 members, and 
cover a wide range of products. The 
functions of many of them have of course 
been sharply restricted by the war, but 
an effort is being made to preserve their 
organization so far as possible in prepa- 
ration for the return to international com- 
petition in the postwar period. 


Winturop W. Case 
Division of Business Practices 


1“Export Prices and Export Cartels,” op. cit., p. 201. 

Specific reasons including such difficulties as depressed 
foreign prices, import quotas, and blocked currencies, _ 

3One of these haa not actually been dissolved, but is 
inactive, though still reporting. 
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ITH CONGRESS again in session 

after the election recess, it soon 
became evident that there was to be little, 
if any, significant tax revision enacted in 
1945. 

Chairman Doughton of the House Ways 
and Means Committee and Chairman 
George of the Senate Finance Commit- 
tee quickly went on record to this effect. 
Several Congressmen had proposed grant- 
ing tax relief to business now, in the be- 
lief that a lower rate would raise business 
activity to a level high enough so that a 
balanced budget could be achieved. Heav- 
ier deficit financing, however, would be re- 
quired until this level was reached. It 
now seems unlikely that any significant 
tax reduction will be effected until expen- 
ditures are sharply reduced. 

Federal revenues for the first quarter of 
the fiscal year were at an annual rate of 
about $36 billion, as against the budget 
estimate of $44 billion. High tax collec- 
tions in March, however, may raise actual 
revenues to the budget estimate. The 
annual rate of expenditures thus far falls 
short of the $97 billion estimate by less 
than $2 billion. On this basis revenues 
will pay for less than half the anticipated 
annual expenditure, leaving a deficit of 
over $53 billion. The debt at the end 
of the 1945 fiscal year, it is estimated, 
will be $252 billion as against $203 billion 
at the end of 1944 and $213 billion as 
of November 15. 


RECONVERSION PERIOD 


The Treasury Department has advo- 
cated a more extensive use of carry-backs 
as opposed to surplus reserves to assist 
business during the transition period from 
wartime to peacetime activity. Surplus 
reserves would comprise a certain propor- 
tion of income, e.g., 15%, which would 
be tax exempt and retroactive to January 
1, 1942. If they were not used before a 
specified period elapsed after hostilities 
end they would be returned to taxable in- 
come.’ Senator Carl Hatch has suggested 
that such reserves be invested in a special 
issue of government bonds, which would 
be nonnegotiable, noninterest-bearing and 
redeemable at any time prior to a date 
eighteen months after the cessation of 
hostilities. Simultaneously with the li- 
quidation of such securities the taxpayer 
must return the amount derived from the 


1Perkinson and Maule, “What’s Wrong with Federal 
Taxes?” Controllers Institute of America, New York, 1943. 
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liquidation to his taxable income for the 
year of the liquidation. 

One advocate of the carry-back recom- 
mends that certificates should be issued, in 
the event that the excess-profits tax is 
repealed, stating the right of the taxpayer 
to use his unused excess-profits-tax credit.’ 
Carry-backs offer the advantage of greater 
protection to business concerns which may 
suffer severe postwar losses. These losses 
could be carried back two years and could 
offset as much as the total net income be- 
fore taxes of that period. 


POSTWAR PERIOD 


The objective of tax planning for the 
postwar period has been described as the 
establishment of a “fiscal policy of gov- 
ernment and an equitable basis of taxa- 
tion which will provide an annual return 
to government of funds for the financing 
of government in a ratio designed to meet 
a maximum part, and ultimately the 
whole, of the total budgeted cost of gov- 
ernment and national defense, commensu- 
rate with the national income after due 
allowance for costs, profits and reserves 
of private enterprise sufficient to assure 
its success in all its phases for the main- 
tenance of national economic stability and 
prosperity.” 

Robert R. Nathan has held that “of all 
the government controls which have been 
suggested, there is perhaps none which can 
be less disruptive and more helpful to 
business than government spending. . . . 
Government spending can and will fill in 
the demand for goods and services which 
can be produced at full employment when 
private demands are inadequate.” Such 
spending would be financed by direct taxes 
at those income levels where large savings 
are made. 

Double taxation of corporate income 
may be remedied after the war. The 
Committee on Federal Taxation of the 
American Institute of Accountants of- 
fers two solutions. One would have the 
corporation pay a tax on its entire net 
income and then allow the individual 
stockholders a credit on their personal re- 
turns for the tax paid by the corporation 

1J, Keith Butters, “Postwar Reserves and Federal Tax 
Policies,” The Controller, July, 1944. 

2Geo. W. Wolf, “Realism in Postwar Planning,” prepared 
for Postwar Planning Committee of Commerce and In- 
dustry Association of New York, May, 1943, p. 37. 

3Robert R. Nathan, ‘‘Mobilizing for Abundance,” 
McGraw-Hill Book Company, Inc., New York, 1944, p. 184. 

‘Corporate. earnings are taxed once as corporate income 


and then again as individual income when they are received 
by the stockholder in the form of dividends. 
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on the distributed dividends. The other 
plan would credit the taxable income of 
the corporation with the amount of divi- 
dends paid. Taxes on intercorporate divi- 
dends would be abolished. 

Repeal of the excess-profits tax is re- 
commended in many plans. This ac- 
tion would involve also the problem of the 
unused excess-profits-tax-credit.* 

Several suggestions have been made re- 
garding corporation income taxes. The 
Brookings Institute recommends that new 
industries established after the war be 
exempt from income taxes for three years 
and then taxed at half the prevailing rate 
for the next two years. It further sug- 
gests that preferential rates on income 
from equity investments would help stim- 
ulate the flow of venture capital. A pro- 
duction incentive tax would also aid the 
expansion of private enterprise, accord- 
ing to Frank E. Seidman.’ He proposes 
a progressively lower tax rate as the “use 
and activity of capital and facilities in- 
crease above given standards.” 


SOCIAL SECURITY TAXES 

Social security taxes are scheduled to be 
doubled automatically January 1. Cur- 
rently, 1% is paid by the employer and the 
other 1% by the employee. Senator Van- 
denberg, who seeks to freeze the current 
rates, may attach the bill as a rider to a 
technical amendment to the tax law which 
is expected to come from the House Ways 
and Means Committee shortly. Chairman 
Doughton has indicated, however, that a 
bill to freeze the rates may be introduced 
into the House by his committee, 


Accumulation of Social Security 
Reserves 


Source: Treasury Department 
Millions of Dollars 


1987 2csoea  ae Pee 267 
LOS 8 iio. 5.cic,seoincieket epee ee 777 
LOS ies cisinnc crepe ees 1,180 
1940 50 sc. oe ee ee 1,745 
LOG reas qe aunt Teta 2,398 
1948 wa, seis aera a eee Ee 3,227 
1943s. 35. Sates clot eee 4,268 
OBA Feist retororete enc a eee 5,446 


The original social security law was 
modified in 1939 to provide a contingent 
reserve equal to five times the highest an- 
ticipated payments in any of the three 
succeeding years. Since then a $5 billion 
reserve fund has been built up, as shown 
in the accompanying table. 


See “Tax Carry-backs, C ” 
Business Record, Daaiee, erry overt nnd Retuateaa The 

*Frank E. Seidman, “Tax and Grow Rich,” in Tazes 
September. ? 
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In addition, Senator Vandenberg pro- 
poses that the law be extended as to cov- 
erage. He recommends that a study by 
the Joint Congressional Committee on 
Internal Revenue be made on the whole 


social security law with a report to be 
made not later than July 1, 1945. The 
Social Security Board, although it op- 
poses another freeze of the payroll tax 
rates, appears willing to cooperate in re- 


vising the law and in making the payroll 
tax formula a permanent one, according to 
the Senator. 
Lucite B. Locxerts 
Division of Business Statistics 


War Contracts in Third Quarter 


ee ENT contracts for sup- 
plies and facilities during the third 
quarter reflected increased battlefront de- 
mands for aircraft, ships, ordnance and 
other war items. Almost $10 billion of 
prime contracts were placed in the various 
states as compared with $5 billion and $8 
billion in the first and second quarters of 
1944." Cumulative awards from June, 
1940, through September, 1944, totaled 
$205 billion, of which $193 billion was 
placed on the continent. 


STATE PLACEMENTS 


War contracts placed in the third quar- 
ter were highly concentrated in the East 
North Central, Middle Atlantic and West 
South Central regions. Approximately 
$3.7 billion was awarded to the five East 
North Central states as compared with 
$2.4 billion and $2.9 billion in the first 
and second quarters. Michigan alone re- 
ceived $1.1 billion of contracts as a result 
of aircraft and ordnance orders amount- 


1Geographic distribution of 1944 quarterly placements is 
presented in “War Contracts: Their Regional Repercus- 
sions,” The Business Record, September, p. 221. 


ing to nearly $500 million each. Illinois 
and Ohio, topped only by Michigan in 
quarterly awards, each received about 
$900 million of contracts. 

The Middle Atlantic states received al- 
most a fourth of all awards as compared 
with less than a fifth of total placements 
in the previous quarter. Large contracts 
for miscellaneous war supplies given to 
New Jersey’s factories brought its quar- 
terly rate to 8% of the national total. In 
the first half of the year the state’s quar- 
terly share averaged about 2.5%. 

Substantial orders for aircraft and other 
supplies allocated to Texas were the prin- 
cipal factor in raising the West South 
Central region’s awards to almost 11%. 

Allocations to the Pacific coast were cut 
both absolutely and percentagewise below 
the two preceding quarters. Cutbacks and 
cancellations of aircraft orders in Wash- 
ington restricted the total area’s gain to 
slightly more than $500 million, or 6% 
of all awards. In the second quarter 20% 
of all placements went to the West coast. 
Maryland and Arkansas were also cut back. 


Table 1: War Contracts Placed in July-September, 1944 


Millions of Dollars 
Total auotal 
State and Supply State and __ State and _ upply 
Gedgraphic “Division F andy Geographic Division Geographic Division Fr ee 
Awards! Awards! 
United States....... est North Central hel South Central. ae 
IMissourititne coe oe rkansasnees, ee = 
Seeger Lashes North Dakota....... Louisiana. Ween) ee 108 
New Hampshire ihe South Dakota....... Oklahoma...........| 108 
Vermont’ wiarae. t Nebraska........... Pexass ere ee ee Ol 
Massachusetts....... Kasisas. 622-2. Miasiiritain 47 
Rhode Island. teense South Atlantic..... B Montana 4 
Connecticut......... Delaware. 2 3. .c-: - nee ei eacinerebaseitr or eEi6 ; 
Middle Atlantic..... Maryland... 2 ie. OEM oo aon 
ING wan OLK sy charity: District of Columbia. Colorado. . bis AT eas ae 14 
New Jersey.......... VSR AN ea crn ts NewaMexicon jis. 5 
Pennsylvania........ West i er Scenes eet SEavehe aye ss 5 
North Carolina...... ah ee ee se: 
ae wi ve de South Carolina...... Nevada....... 4 
Indians. ixci en aoe Georgia............. Paciie Taw es 520 
Minos et Sea Florida............. Washington......... —245 
Michi ga nie ne ace top ast South Central Oregon. | SFR ee 62 
Wisconsin: ene) eer: Kentucky........... Californinses a: 703 
West North Central. Tennessee........... 
Minnesota.......... Alabama. I a 
Mississippi........~. 


1Based on unrevised data and computed by residual method. 


Table 2: War Contracts in Third Quar- 
ter, 1944, by Industrial Area (Ranked 
According to Value Received in Third 
Quarter) 
Thousands of Dollars 


Industrial Area he ; 
Awards! 

Detroit a Mich pea: eee ee 1,040,303 
Chicago, Mkas sh ace ee 812,030 
Ios*Angeless Calit ee en 553,280 
Newark—Jersey City, N.J........... 545,300 
New York City, N. Y........ 359,586 
Cleveland; Ohiose-= a.) ees 321,899 
Indianapolis) ndaeeese eee 278,855 
Milwaukee, Wis)... =. ote ee 250,689 
Dallas-Fort Worth, Tex............. 244,261 
Portland—Vancouver, Wash......... 241,183 
Houston—Galveston, Tex............ 233,543 
Boston; Masse ge) ene 215,792 
San Francisco Bay, Calif............ 207,770 
Pittsburgh ae ae eae eee 188,461 
Orange—Port Arthur-Beaumont, Tex. 170,303 
Koch Wayne, lexst: ere = ene 157,857 
Noungstown! Ohiowpeenmeast ae 154,041 
Stj Louis) Morteerpere. seen 141,253 
Camdens iN, Sce2 i ee ae 133,544 
Albany-Schenectady-Troy, N. Y..... 133,367 
isansasi City. Monee eee 111,893 
Philadelphiay 22a eee 109,578 
Peoria; UN)" ge DAs Bee a ae 108,037 
New Haven—Waterbury, Conn.......| 105,463 
Cynemnatis Ohio men eee ee 104,734 


tBased on unrevised data and computed by residual 
method. 


INDUSTRIAL AREA DISTRIBUTION 


Fully three-quarters of all contracts 
awarded in the third quarter were placed 
in twenty-five industrial areas. Awards 
ranged from $105 million for Cincinnati, 
Ohio, to more than $1 billion for Detroit. 
Four of these leading industrial areas 
—Dallas-Fort Worth, Houston-Galveston, 
Orange-Port Arthur-Beaumont, and Fort 
Wayne—are located in Texas; three— 
Cleveland, Youngstown and Cincinnati— 
are in Ohio. 

By the end of September, some $15 
billion had been awarded since June, 1940, 
to the Detroit area. Including the $553 
million placed in the third quarter of 1944, 
Los Angeles received fully $10 billion in 
the four and a quarter years and the New- 
ark-Jersey City area slightly less. Chicago 
had received $8.7 billion in that period 
and New York received $8.5 billion. 
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Only twenty of these areas were in- 
cluded in the Board’s earlier list of thirty- 
three major industrial areas ranked by 


Table 3: Twenty-five Counties Receiv- 
ing Largest Contracts in Third Quar- 
ter, 1944 
Thousands of Dollars 


Supply and 
County Facility 
Awards! 

IWraymentMbich eens ceeureis erciec so crsiarpoel see 953,203 
(Oi JN Peds cake ne OCe Cm Sarma 799,171 
ospAnveless Calif. gre seiieeysre = hae 553,280 
Marrant.ebexs dar ances, ener || 0 (aye ao 
Eudson N= J see, -ciateerdonvrstiges 342,800 
@uyahoga Ohio sy. srs c ries sete ae 314,248 
iM iera Gao bale Rawle Sees See einen eronas 278,885 
ETA Prise exerts tricone n cueitesceto nn silos 210,651 
Clarke Waashie.: Wee rite we erties jo 189,940 
Jellersonsy Lexse soreness Mae 174,072 
asgarciNi die eters sieseaegeiers & 171,384 
Alleniindeer rcs nen eee erent 157,857 
Alleghenya bares ie. cae 131,135 
IMialwatakees WiStics- devs ici ese eevee) sere 126,973 
Schenectady,.Na4 «oes te srs eee 121,633 
dice ING Se ae eee ee 113,718 
Stenlouis) City, Monee. acre oe cicxan 110,728 
Middlesex, Mass. o5. 20.0.0 sre sits ai-tteks 106,943 
IN ASSatlgINGRY coer cere rsieateyoen: 106,718 
New Haven, Conn................-.| 105,463 
Beorianel litres ecenettyes ens oCk eres 103,230 
IK@NOSHA, WIS eatin a cones abba ee 96,492 
Ingham Mich@eee7 casemate erp 94,549 
@amdensiNigd eee ere ones eee 91,733 
Qireens WINGY: cite ey eae Pseraciaanc opens 89,592 


1Based on unrevised data and computed by residua ] 
me 
value of contracts awarded June, 1940- 
May, 1944. Orange-Port Arthur-Beau- 
mont, Fort Wayne, Youngstown, Peoria, 
and New Haven-Waterbury were not rep- 
resented previously. 


COUNTY ALLOCATIONS 


A breakdown of July-September con- 
tracts by counties reveals further geo- 
graphic concentration of placements. 
Twenty-five counties, arrayed by size of 
contracts placed during the third quarter 
of this year, accounted for 65% of all 
supply and facility awards. Wayne, Cook 
and Los Angeles counties together ac- 
counted for 25% of all awards for this 
period. From June, 1940, through Sep- 
tember, 1944, Wayne, Michigan, received 
over $12 billion in orders; Los Angeles, 
California, over $10 billion, and Cook, Il- 
linois, almost $9 billion. 

Included in these twenty-five counties 
listed, are several areas unindustrialized 
prior to the war. Jefferson, Texas, received 
slightly more than $825 million in orders 
from June, 1940, through September, 1944; 
Allen, Indiana, $807 million; Clark, Wash- 
ington, $776 million; Kenosha, Wisconsin, 
$702 million; Peoria, Illinois, $645 million. 


GertrupE Derutscu 
Division of Business Statistics 


1See “Industrial Centers of War Activity,” The Business 
Record, July, p. 167. 
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War and the Miracle Drugs 


ARTIME drug sales are holding at 

high levels, reflecting unprece- 
dented consumer incomes. The shortage 
of doctors for the civilian population, lead- 
ing to an increase in self-medication, has 
also raised the dollar volume of sales. In 
addition to the rise in retail trade, mili- 
tary needs and lend-lease exports have ele- 
vated production to an all-time peak. Per- 
haps the most significant factor in this 
upward trend is the mounting production 
of vitamins and synthetic drugs, such as 
the sulfas and penicillin, prompted by war- 
time requirements. 


MORE PENICILLIN 


Penicillin, now considered the most 
powerful anti-bacterial agent ever discov- 
ered, is making history in 1944. This new 
drug, which prevents the growth of in- 
fectious bacteria, is being tried out in 
Army, Navy and civilian hospitals in the 
treatment of infections which will not re- 
spond to sulfa drugs, and it is also being 
prescribed for serious cases of pneumonia, 
bone infections, types of syphillis and gon- 
orrhea. No known therapeutic agent com- 
pares with penicillin in its usefulness. Pen- 
icillin rarely causes any unfavorable ef- 
fects. This is one of its advantages over 
sulfa drugs. Sulfa drugs are toxic, and 
for this reason cannot be safely adminis- 
tered to all who require therapeutics. 

Many technical obstacles had to be 
overcome before large-scale production of 
penicillin was achieved. One of these was 
the necessity for large plant space. The 
first step in growing the mold relied upon 
the use of glass jars. Each jar yielded 
very little in comparison with the enor- 
mous needs. For this reason, many jars, 
which took tremendous space, were needed 
to produce a relatively small amount of 
penicillin. A new method of inoculating 
large sterilized tanks of material with a 
suspension of spores of the mold has now 
made large-scale production possible. In- 
terested government agencies, such as the 
War Production Board, the National Re- 
search Council, the Food and Drug Ad- 
ministration and the War and Navy de- 
partments, have been cooperating with 
the industry in its efforts to facilitate pro- 
duction. 


Costs Sharply Cut 


On the basis of recent production 
trends, it is expected that essential civil- 
ian requirements will be filled by the end 
of this year. Output in January, 1944, 


alone was 59% as large as last year’s 
total. Technological progress has brought 
lowered prices. Previously costing $20, 
now 100,000 units can be produced for 
$3.25. Twenty to twenty-five companies 


Production, Consumption and Stocks 
of All Sulfa Drugs 
Source: War Production Board 
Thousands of Pounds 


Period Produc- | Consump-| Stocks 
tion tion 
1940 ns conta 5,434 1,092 260 
1943.... 9,860 2,260 1,350 
January 714 178 262 
February....... 736 173 314 
March js cesas 865 183 349 
April TAT 102 336 
May 953 213 444 
June. 868 212 398 
Julysee eee 765 181 472 
August 883 238 636 
September...... 851 193 834 
October 896 208 1,037 
November...... 824 185 1,167 
December...... 758 193 1,350 
1944 
Januaryeeeeeaen 654 198 1,392 
February 664 237 1,346 
Marchi a. seer 631 124 1,469 
Apriltac. deen 521 92 | 1,606 
ay 337 39 | 1,650 
JUNE eo ee IZA a 1,624 


_ aConfidential because publication would reveal opera- 
tions of individual companies. 

are either engaged in the production of 
penicillin or considering it, _and fifteen 
are actually making deliveries. 

Synthetic production of penicillin 
would make it available in almost unlim- 
ited quantities. The Rockefeller Founda- 
tion has revealed that promising work on 
synthetic production is going on in sev- 
eral laboratories in this country and 
abroad. Production has been so satis- 
factory that the WPB is releasing limited 
quantities for civilian use through selected 
hospitals. 


SULFA OUTPUT REDUCED 


Sulfa drugs may be considered as one 
of the prime wartime requirements. Sul- 
fanilamide, sulfathiazole, and sulfadiazine 
form “the big three,” which may be used 
almost interchangeably in the treatment 
of meningitis, pneumonia, gonorrhea, blood 
infections and many other diseases. As a 
result of growing demand, output of sulfan- 
ilamide in 1943 increased 44% over 1942, 
and sulfathiazole increased 76% in the 
same period. Military demands and lend- 
lease as well as civilian needs were con- 


suming the sulfas as fast as they could be 
produced. 
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Sulfa production at the beginning of 
1944 reached 653,798 pounds a month, 
but dropped to between 234,000 pounds 
and 246,000 pounds during the summer 
months. The decline in production of 
sulfas reflects the drop in military re- 
quirements which accompanied the ex- 
pansion in penicillin output during the 
past six months. 


VITAMIN USE EXPANDS 


The war has added to the importance 
and value of vitamins. War-torn countries, 
lacking sufficient nutritious foods, are re- 
lying on vitamins to supplement their de- 
ficient diets. The fact that $1 million a 
month, or 68% of the value of total ex- 
ports, of vitamins and viosterols were 
bought for lend-lease consumption last 
year is an indication of their importance. 
Here at home, our Armed Forces are get- 
ting vitamins to maintain high standards 
of health and efficiency. A concentrated 
diet of vitamin A is given to night fliers 
to improve the keenness of their eyesight. 
Every Navy ship is supplied with ade- 
quate amounts of vitamin C to assure the 
good health of Navy personnel while at 
sea. 

Through examining millions of young 


Retail Drug Store Sales and Income 
Payments to Individuals 
Source: Department of Commerce 
Index Numbers, First Quarter, 1935 =100 


SECOND 
QUARTER 
} freak 
253 


300 


250 


150 


100 


1935 "36 37 "38°39 40 41 42°43 4445 
men for military service the government 
discovered that a substantial number of 
youth suffer from nutritional deficiencies. 
Vitamins are frequently used to correct 
this condition. 

Vitamins were not reported separately 
in the Census of Manufactures until 1925. 
Today they sell at the rate of $200 million 
a year. In all the history of pharmacy 


no product approaches the sales growth 


of vitamins. With the aid of advertising, 
most of the growth has come within the 
past ten years. 


DRUG STORE SALES UP 


Reflecting the upsurge in consumer in- 
comes, drug store sales have risen to un- 
precedented peaks, as indicated in the ac- 
companying chart. While part of the 
gains can be attributed to increased de- 
mand for drugs, the rise in incomes of 
women engaged in war work has stimu- 
lated sales of cosmetics, lotions, perfumes 
and toiletries. Other merchandise also en- 
ters into drug store sales. 

Notwithstanding the 1943 gains, drug 
store sales are expected to rise to a total 
of $2.8 billion this year. This will be 
8% more than in 1943 and 79% above 
the 1939 level. 

Drug stores have been plagued less by 
merchandise scarcities than many other re- 
tail establishments, and have benefited 
from the growing popular acceptance of 
vitamin products. 


Enw VY. Horowitz 
Evans Baskow11z 
Witu1am B. Harper 
Division of Business Statistics 


On the Business Front 


LTHOUGH the volume of _ total 
industrial production has_ been 
remarkably steady in the past few 
months, holding at a level of 6% to 7% 
lower than the high point of late 1943, 
the character of production is undergoing 
several changes. Many of the raw ma- 
terials and munitions that were formerly 


Chart 1: 


Industrial and Munitions 
Production 

Sources: Federal Reserve; War Production Board 

Index Numbers, 1943 =100 
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scarce are now plentiful, while with others 
the comparative situation is reversed de- 
spite increases in their output. 


MUNITIONS OUTPUT STEADY 


These changes originate in the altered 
needs of the war. The most marked de- 
velopment of this nature has been the sud- 
den demand, which began late in Novem- 
ber, to double the output of small arms 
ammunition, following prolonged intense 
fighting on the German border. At the 
beginning of 1944 this production had 
been cut back substantially, freeing large 
quantities of brass, explosives and other 
materials for other uses. The emphasis 
in the past month or two has been on big 
guns and shells, as reflected in the kinds 
of steel, brass, explosives and machine 
tools in strongest demand. Even the fuels 
for rockets and jet propulsion may be in- 
volved in this situation, affecting civilian 
allocation of chemicals, but this program 
is a military secret to a far greater ex- 
tent than most other phases of the muni- 
tion industries. 

Munitions production as a whole, as in- 


dicated in Chart 1, has been fairly steady 
in recent months, after slipping off a little 
in the spring. The level has been 2% to 
4% lower than the high point of last win- 
ter. The smaller decline in munitions than 
in industrial production, as a whole seems 
to indicate that the civilian portion of 
national output is slightly less than it was 


Chart 2: Electric Power and Industrial 
Production 
Sources: Edison Electric Institute; Federal Reserve 
Index Numbers, 1929=100; Seasonally Adjusted 
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a year ago. However, a report by the De- 
partment of Commerce indicates that very 
little change occurred in the third quar- 
ter in the relative proportions of these two 
divisions as compared with the first two 
quarters. In the final quarter of 1943, 
war uses took 61% of all manufactures. 

The value of munitions production has 
been $5.3 billion to $5.43 billion a month 
in the third quarter, and requirements for 
the later part of the year are $5.7 billion 
a month, or $100 million more than the 
peak output reached last December. WPB 
officials are not hopeful that the program 
can be completely fulfilled. In addition 
to a labor shortage, there are several rea- 
sons for the lag, including design changes 
and lack of equipment to meet stepped- 
up portions of production goals. 

Outstanding needs include heavy trucks 
and tires, airborne radar, cotton duck, and 
assault transports and freighters, While 
there has been much discussion on cut- 
backs of numerous other classes of muni- 
tions, the main cutbacks have been on 
production scheduled for 1945. In many 
factories cutbacks on one type of equip- 
ment have been balanced by new orders 
for another type. 


CIVILIAN GOODS HEDGED 


Under these circumstances, not much 
leeway is provided for a substantial in- 
crease in the quantity of “spot authoriza- 
tions” for civilian goods manufacture. Al- 
though unwrought metals are in freer sup- 
ply than at any other time since the be- 
ginning of the war, many manufactured 
shapes remain in stringent position. More- 
over, the loss of manpower by some war- 
essential plants has brought consideration 
at Washington of new means to tighten up 
on labor supply shifts. 

The changing fortunes of war are also 
reported to be causing a revision in the 
planned cutbacks to be made on V-E 
day. It is believed in well-informed quar- 
ters that the revised plan will call for 
smaller and more gradual reductions in 
munitions output than heretofore ex- 
pected. The several rapid changes in the 
war during the past few months, however, 
point to the possibility that further rapid 
changes in demand may be expected be 
fore the final V-day. 


METAL OUTPUT SLIPS 


Production of most metals in October 
was moderately greater than in Septem- 
ber, but ranged from 2% to 17% below 
a year earlier. The greatest decline was 
in slab zinc. Production of pig lead and 
steel ingots in the first ten months of the 
year was slightly larger than in the sim- 
ilar 1943 period, while zine output and 


THE CONFERENCE BOARD 


total domestic deliveries of refined copper 
were smaller. Domestic copper output has 
fallen considerably, but requirements have 
been met through drawing on stocks and 
the liberal use of imported copper as well 
as of scrap. Copper requirements are ex- 
pected to keep this metal in one of the 
most restricted positions. Producers re- 
port there is sufficient copper and zinc 
to meet latest ammunition demands, but 
the chief difficulty will be in rolling brass 
and forming it into cartridges. 

The Maritime Commission is scheduled 
to take only about half as much steel in 
the first quarter of 1945 as in the final 
quarter of 1944. As a result, and because 
of the extraordinary demand for ammuni- 
tion, shell steel is replacing plates as the 
number one production problem in steel. 
The expected lightening of demand for 
plates would release capacity for large ton- 
nages of sheets but it is uncertain as yet 
that the latter will take up all the slack. 
The steel industry expects the schedule on 
shells to rise for a number of months and 
to tax capacity. Although shell steel is 
rolled on the same general type of mill as 
rails and structurals, a large first-quarter 
preduction of rails is in sight. 


EXPORTERS WANT MACHINERY 

Another interesting outcome of war de- 
velopments is the strengthening of scrap 
steel prices in contrast with the weakness 
early in the fall when V-E day was ex- 
pected momentarily. In some quarters the 
recovery is expected to extend to ceiling 
prices. 

Unfilled orders and shipments of ma- 
chine tools* and many types of machine- 
shop and foundry equipment show a tend- 
ency to level off, after declines through 


1Machine tool new orders showed a sudden recovery in 
October to $56.5 million, 70.5% over September and far 
above the monthly average since late 1942. 
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Chart 4: Refined Copper Production, 
Shipments and Stocks 
Source: Copper Institute 
Thousands of Short Tons 
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Note: Shipments beginning March, 1941, include foreign 
copper for domestic use, amounting to several hundred 
thousand tons annually 


1943 and the early part of 1944. The lend- 
lease and export demand for many kinds 
of industrial equipment is mounting rap- 
idly. Particularly notable are actual and 
prospective orders for locomotives, other 
railroad equipment, machine tools, crude 
rubber-producing equipment, and many 
other types. Many raw and semi-manu- 
factured materials are also being given 
consideration. In some instances the 
amounts that can be sent abroad will be 
closely related to reconversion problems in 
the United States. 


LIGHT INDUSTRIES GAIN 

In contrast with declines in October 
from a year ago in most heavy industry 
operations, many of the light industries 
registered increases, as shown in the table 
of Business Indicators. Among these in- 
dustries are rayon, paper, and shoes. Chart 
4 shows the changing trends in production 
of leather. Output of coal and oil was 
also greater than a year ago, but the man- 
ufacture of cotton goods was smaller. 


(Continued on page 305) 


Chart 3: Production of Leather 
Sources: Department of Commerce; Tanners’ Council of America 
Millions of Skins 
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Selected Business Indicators 


October 


a eee 1935-39=100 ||» 230 
Manufacturing (FRB) (S)........ 1935-39=100 || p 246 
Durable goods (FRB) (S)....... 1935-39=100 |p 342 
LOOL. im hij aaisielnt ts wipletoes s& 000 net tons 7,578 
PAR UPON Gee Pys ok cr seite arsenite 000 net tons 5,200 
Copper (refined).............. net tons 89,068 
Lead (refined)................ net tens 42,997 
Anci(slab)y: emer ee, net tons 68,781 
Glass containers.............. 000 gross 8,601 
Lumber a. Se) Sa) s2 million bd. ft. n.d. 
Machine tools!................ Q00 dollars e 37,100 
Machinery (FRB)............ 1935-39=100 || p 427 
Transportation equip.(FRB) (S)|] 1935-89 = 100 p 694 
Nondurable goods (FRB) (S).. .|] 1935-39 = 100 p 169 
Cotton a: seep eesas ase incct 795,379 
WW GOL tens cnc cnt cc on n.d. 
Rayontyatne.-acart ae occ 46.9 
Food prod., mfd. (FRB) (S)...]) 1935-89=100 | p 150 
Chemicals (FRB) (S)........ 1935-39=100 |ip 307 
Newsprint, North American. ..|] short tons 344,198 
apersiare said rer ta hon % of capacity 93.6 
Paperboard Serene a aes % of capacity 95 
Boots and shoes.............. thous. of pairs |] e 40,500 
Cigarettes (small)?............ millions 19,771 
Mining (FRB) (S)............... 1935-39=100 |p 143 
Bituminous coal.............. 000 net tons | p 51,500 
ADUNTACILG TBE te eer hh. cee 000 net tons |i p 5,588 
Crude petroleum®............. 000 barrels e 4,740 
Blectnicipowerssewews ee ae, million kwh 4,358 
Construction®.....................]] 000 dollars 144,845 
Heavy engineering—Public®........ 000 dollars 26,153 
Heavy engineering—Private®....... 000 dollars 5,646 
Munitions Production.......... 1943 =100 n.d 
War) Costs ine te 22.0: million dollars 7,479 
Distribution and Trade 
Carloadings, total*................ thousand cars 899.3 
Carloadings, miscellaneous*......... thousand cars 413.4 
Retail trade (NICB) (S)........... 1935-39 = 100 n.a 
Department store sales (S)......... 1935-39 = 100 196 
Variety store sales (S)............. 1935-39 = 100 n.a 
Rural retail trade (S).............. 1929-31 =100 na 
Grocery chain store sales (S)’........ 1935-39 = 100 n.a 
Magazine advertising linage........ thous. of lines 4,088 
Commodity Prices 
All commodities (BLS)............ 1926 =100 e 104.2 
Raw materials............. Each ‘1926=100 e 113.2 
Semimanufactured articles........ 1926=100 e 95.3 
Manufactured products.......... 1926 = 100 e 101.0 
Farm) products tacc «denier: ciehiere.s - 1926 =100 e 123.3 
OOGS Hern othe clocsetcie, eine sere 1926 = 100 e 104.0 
Sensitive industrial (NICB)*........ 1929=100 94.5 
Sensitive farm (NICB)‘............ 1929=100 124.7 
Retail prices (NICB).............. 1926 =100 p 100.4 
Securities 
Total stock prices(Standard & Poor’s)|| 1935-39 = 100 103.5 
Industrialstary. co cheers cte eso ate 1935-39 = 100 105.6 
Rarlroads Secec oncis sina static coe tel 1935-39 = 100 103.4 
Wtilities een crrecli aks see 1935-39 = 100 92.7 
Total no. shares traded N.Y. Stock Ex.|| thousands 23,149 
Corporate bond yields (Moody’s). . .|| per cent 3.02 
Financial Indicators 
Bank debits, outside New York City.|} million dollars |} 38,308 
New capital corporate issues........ 000 dollars 130,618 
Refunding issues.................. 000 dollars 617,535 
Comm., industrial and agric. loans‘. .|| million dollars 6,130 
National income payments......... million dollars n.d. 


Money in circulation, end of month.|] million dollars || p 24,387 
SAdjusted for seasonal variation 1Shipments 

6Engineering News-Record—average weekly 

change, September, 1943, to September, 1944. 


¢ 


7Grocery and combination chain store sales 
dPercentage change, first 9 months, 1943, to first 9 months, 1944 


September 


231 

r Q47 
344 
7,193 
4,988 
88,384 
38,614 
66,891 
7,737 
2,665 

p 35,876 
Tr 431 
r 699 
T 169 
793,086 
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38,400 
20,021 
143 
50,010 
5,443 
4,766 
4,348 
175,739 
24,590 
4,890 

p 114 
6,998 


885.3 
404.0 
179.3 
183 

163.0 
210.7 
179.6 
3,992 


p 104.0 
112.8 
94.7 

p 100.9 
122.7 
104.2 
95.0 
123.3 
100.5 


100.7 
102.6 
98.7 
91.4 
20,261 
3.03 


36,765 
29,208 
400,717 
6,033 

p 13,659 
r 23,794 
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August July 
232 230 
248 246 
348 347 
7,470 TAT4 
5,210 5,157 
91,047 93,650 
38,436 40,471 
71,281 12,947 
8,692 8,075 
2,999 2,573 
r 35,177 $2,753 
434 435 
706 704 
168 165 
841,490 723,402 
fie noe .S 43.8 
r 44.8 |r 41.3 
148 153 
314 315 
348,565 326,083 
92.5 81.1 
96 85 


41,133 |r 31,774 
22,305 | 20,278 
142 139 
54,220 | 48,980 
5,623 4,962 
4,687 4,558 
4,421 4,283 
169,341 | 190,539 
35,864 | 30,067 
6,386 9,573 
r 116 113 
7,571 7,201 
895.6 871.5 
400.3 386.2 
183.5 182.8 
187 194 
167.6 156.7 
220.4 183.5 
183.4 182.6 
3,541 3,277 
p 108.9 104.1 
112.7 113.6 
94.1 93.9 
p 100.9 100.9 
122.6 124.1 
104.8 105.8 
95.8 95.8 
122.5 121.4 
100.6 100.5 
102.7 104.3 
104.7 106.7 
102.5 105.3 
92.1 91.3 
27,526 | 40,013 
3.02 3.04 
r 36,332 | 37,588 
105,573 | 57,328 
140,608 | 153,917 
6,004 6,058 
712,605 | 12,888 
23,292 | 22,699 


3 i igarette consumption measured by tax-paid withdrawals 
‘Consumption, cigarette co p Pec eres 


Percentage Change 


September, October, 
1944 to 1943 to 
October October, October, 
1944 1944 
Q47 -0.4 -6.9 
266 0.4 -7.5 
374 -0.6 -8.6 
7,814 +5.4 -3.0 
5,324 +4.3 —2.3 
97,274 +0.8 -8.4 
43,883 +11.4 -2.0 
83,067 +2.8 -17.2 
8,656 +11.2 -0.6 
2,8864 -11.16 —7.7Tc 
78,302 +3.4 —52 .6 
458 -0.9 -6.8 
780 -0.7 -11.0 
179 0 -5.6 
846,993 +0.3 -6.1 
49.7a -11.4b -5 .8¢ 
43.9 +4.7 +6.8 
146 +2.7 42.7 
397 -0.3 —22.7 
347,229 +3.9 -0.9 
89.6 +3.9 +4.5 
94 +3.3 +1.1 
38,484 +5.5 +5.2 
23,508 -1.2 -15.9 
136 0 +5.1 
49,303 +3.0 +4.5 
5,359 +2.7 +4.3 
4,403 -0.5 +7.7 
4,395 +0.2 —-0.8 
213,529 -17.6 —32 .2 
36,516 +6.4 —28 .4 
11,829 +15.5 -52.3 
107a -1.7b +6. 5c 
6,989 +6.9 aU 
902.6 +1.6 -0.4 
405 .6 +2.3 +1.9 
165.2a -2.3b +8. 5¢ 
173 +7.1 +13.3 
155 .9a -2.7b +4.6¢ 
193 .3a —4.4b +9.0c 
169.la -2.1b +6 .2¢ 
3,447 +2.4 +18.6 
103.0 +0.2 +1.2 
111.9 +0.4 +1.2 
92.9 +0.6 +2.6 
100.0 +0.1 +1.0 
122.2 +0.5 +0.9 
105.1 0 —-0.9 
95.9 -0.5 1.5 
119.5 +1.1 +4.4 
100.3 -0.1 +0.1 
94.8 +2.8 +9.2 
96.6 +2.9 +9.3 
92.0 +4.8 +12.4 
86.8 +1.4 +6.8 
17,629 +14.3 +31.3 
3.11 -0.3 —2.9 
35,614 +4.2 +7.6 
40,673 +347 .2 +221.1 
86,662 +54.1 +612.6 
6,342 +1.6 -3.3 
12,452a +8.4b +9.7 
19,250 +2.5 +26.7 


3Average daily 


pPreliminary 


4Average weekly 


bPercentage change, August, 1944, to September, 1944 
eEstimated 


rRevised 


1st 10 Months, 
1943, to 
1st10 Months, 
1944 
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+9.4 
+151.9 
+265 .6 
+3.9 
+10.6d 
+28.3 


5. W. Dodge 
cPercentage 


n.a.Not available. 


Chronicle of Business 


freight and passenger TRANSPORTA- 


States are authorized by Treasury 
TION load. 


Department. Nitrogen _ producers 
fear 1945 crops threatened by FERTIL- 


October 


27 Lack of parts will retard civilian RADIO 15 Eighteen steel companies are indicted 


production after V-E day, says WPB. 
Treasury Department’s regional sur- 
plus property offices state they will 
soon issue regular publication on suR- 
pLus Goons for sale. NHA and WPB 
raise sales and rental ceilings on new 
homes in some areas to increase HOME 
BuILDING. WLB allows $25 BONUSES 
to be paid by employers who did not 
give them in former years. 


29 Army’s new rules simplify procedure 


in getting T-Loans. WPB says con- 
trols on refined COPPER, SILVER or 
NICKEL will not be eased soon. Sen- 
ate Small Business Committee issues 
guide for SURPLUS Goops buyers. Cor- 
FEE industry asks removal of all war 
controls on that product. WPB al- 
lows buyers of SURPLUS AIRPLANES to 
get materials to modify or overhaul 
aircraft structure. PIWC opposes 
plan to raise the CRUDE OIL price 
without increasing the price of fin- 
ished products. 


30 National Patents Planning Commis- 


sion report asks uniform policy on 
government-owned patents. WPB 
sayS PRINTING PAPER output must 
equal 1941 volume before newsprint 
controls can be dropped. New ter- 
mination rules are drafted to direct 
RFC in contract sErTLeMEnts. Eas- 
ing of WPB controls after V-E day 
will be adapted to OPA ANTI-INFLA- 
TION program. 


31 Department of Agriculture seeks 1945 


FARM PRODUCTION 25% above prewar 
levels. Army and Navy agree on new 
TERMINATION rules for fixed price set- 
tlements. Machine tool industry is 
asked by WPB to concentrate on 
tools for HEAVY AMMUNITION produc- 
tion. SWP Administrator Clayton 
authorizes salvaging and scrapping of 
SURPLUS MILITARY AIRCRAFT unfit for 
commercial use. Army persuades WPB 
to postpone permission for durable 
goods manufacturers to sTocKPILE 
materials. Estimated $20 billion of 
WAR CONTRACTS will be canceled with- 
in 90 days after V-E day, says Di- 
rector of Contract Settlements. 


November 


1 INTERNATIONAL CIVIL AVIATION CON- 


FERENCE opens at Chicago. WPB dis- 
solves ALLOY STEEL BRANCH. 


2 FEA and WPB agree on use of WPB 


directives to facilitate export ship- 
ments after V-E day. 


3 Commercial and business comMuNI- 


CATIONS between France and United 


wzER shortage, Treasury Department 
announces WAR CONTRACTS canceled 
at an early stage may be settled with- 
out negotiation by charging costs 
against income taxes. 


5 ArrcRAFT PRODUCTION in 1945 is 


scheduled to decline gradually 25% 
below 1944. War and Navy Depart- 
ments agree on uniform policy for 
timing release of privately owned 
plants for CIVILIAN propUCTION. Latin 
American delegates protest United 
States plan for 15-man AVIATION 
COUNCIL excluding small nations. In- 
terim SURPLUS PROPERTY disposal pol- 
icies, pending appointment of the 
board, are outlined by Administrator 
Clayton. 


7 WPB lifts mumport controLs from 53 


commodities, including iron ore, pine, 
fir and certain foods, effective No- 
vember 13. Bureau of Internal Rev- 
enue issues bulletin on EXCESS-PROF- 
ITS TAX REFUNDS under Section 722. 


8 OPA raises ceiling on low-priced cigars 


to halt disappearance of LOW-PRICED 
Gcoops. Department of Justice op- 
poses sale of government-owned sur- 
plus WaR PLANTS to companies 
charged with anti-trust act violation. 


9 WPB Chairman Krug asks increased 


output of CRITICAL MUNITIONS, now 
behind schedule. Controls on lower- 
priced FOOTWEAR are eased by WPB. 


10 WPB announces January LIQUOR HOL- 


may and possible release of more al- 
cohol for civilian use in cosmetics, 
paints and plastics. OPA relaxes re- 
strictions on STEEL scRAP sales to sta- 
bilize the market. 


12 WMC reveals manpower need in 


RADAR-equipment plants. WFA auth- 
orizes EXPORT sUBSIDIES for cotton 
and wheat. 


13 Two million more gallons of rnpus- 


TRIAL ALCOHOL are allocated by WPB 
for fourth-quarter civilian use, 


14 Coneress reconvenes. WPB allots ad- 


ditional copprR-BRAss ALLOY - for 
fourth-quarter civilian production. In- 
surance for SMALL BUSINESS loans is 
planned by SWPC. WPB allows use 
of any grain, except corn, in INDUS- 
TRIAL ALCOHOL. Export controls on 
several CHEMICAL and PHARMACEUTI- 
CAL items relaxed by FEA. President 
proposes nationwide system of seven 
regional WATERWAY AUTHORITIES for 
flood control, irrigation and power. 
ODT expects little reduction in 1945 
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as STAINLESS STEEL “trust.” UTiiry 
COMPANIES are allowed by WPB to 
get surplus war materials. 


16 WLB Chairman Davis and other pub- 


lic members withhold resignation until 
Germany falls. Director of War Mo- 
bilization Byrnes threatens suspen- 
sion of new civilian production unless 
the WAR PRODUCTION LAG caused by 
manpower shortage is remedied. 
United States Tax Court rules re- 
tained profits used for wartime plant 
expansion are NONTAXABLE SURPLUS. 


17 Army releases 1,000 soldiers to work 


ON CRITICAL MUNITIONS. President ex- 
tends RENEGOTIATION law until June 
30, 1945. INTERNATIONAL BUSINESS 
CONFERENCE of 52 nations clarifies 
national views and lays basis for post- 
war action without adopting definite 
program. 


19 Steps to reconversion in all industries 


are being charted by WPB; first study 
completed covers PASSENGER AUTOMO- 
BILE industry. Economic Stabilization 
Director Vinson urges strict adher- 
ence to “HOLD-THE-LINE” policy. 


20 WPB plans 12 new LABOR ADVISORY 


COMMITTEES. Steel for civilian LIGHT 
TRUCKS in first quarter of 1945 is al- 
lotted by WPB,; first since early 1942. 
United States, Great Britain and 
Canada reach partial agreement on 
POSTWAR COMMERCIAL AVIATION and 
submit plan to Civil Aviation Confer- 
ence; American “open sky” policy 
wins support. ASF is revising down- 
ward most V-E day cuTBACKS as au- 
thorities predict longer war with 
Japan than expected earlier. 


21 President indicates Administration sup- 


port for industry’s efforts to main- 
tain TAKE-HOME PAY. Donald M. 
Nelson is appointed to Cabinet as 
Roosevelt’s personal representative. 
WPB Chairman Krug says 40% of 
WAR PRODUCTION is behind schedule. 


CIO reaffirms No-sTRIKE PLEDGE until 
V-day. 


21 FEA agrees to bring back surPLus 


TRANSPORT PLANES to United States 
for disposal. 


23 OPA lowers certain FABRIC CEILINGS 


and plans ceiling prices on infants’ 
and children’s wear. Srockpmine of 
strategic metals and minerals is to be 
limited to military and essential civil- 
ian needs. WPB permits civilians to 
buy some ELECTRONIC EQUIPMENT, in- 
cluding capacitors, insulators and mi- 
crophones. 


November, 1944 


BUSINESS RECORD 


Federal Financial Statistics 
Source: Treasury Department 
Millions of Dollars 


1944 First 4 Months of 
lee 1943 Fiscal Year 

October September August July wg 1945 1944 
Expenditures. . 7,976 7,770 8,227 7,951 7,763 31,924 30,727 
Net. RFC war loans’. 23 57 158 47 295 295 | 1.079 
War costs...... 7,479 6,998 7,571 7,201 6,989 | 29,248 | 27.605 
Other expenditures. 464 715 498 703 649 | 2,381 | 2,043 
Revenues. . oF 1,863 5,800 2,420 1,870 1,990 11,953 11.974 
Deficit Freee. 6,113 1,970 5,807 6,081 5,773 19,971 18,753 
Working balance...... 9,227 14,355 16,909 21,162 le Weee I nae i ee ; 
Debt (total).......... 211,807 | 211,064 | 211,369 | 210,138 | 169.166 | ||| peer 
War Savings Bond sales 695 692 602 2,125 1,708 4,115 5,326 


(Continued from page 302) 
Total production of chemicals (see article 
below) has shown little net change in 
recent months, but has been less than a 
year earlier. Because of munitions, some 
divisions of chemical output are still ris- 
ing. 

Total carloadings have shown little 
change from a year ago while weekly out- 
put of electricity has been slightly less 
than in corresponding 1943 periods. Ocean 
shipping conditions are limiting the im- 
ports of sugar and the East coast supply 
of fuel oil, Because of the improved 
grain situation, liquor production has been 
authorized for January, and alcohol is to 
be made from grain instead of partly from 
high-test molasses produced by the sugar 
industry. This does not affect continued 
distilling of alcohol from black-strap mo- 
lasses, from which sugar is not extracted. 


RETAIL TRADE CONTINUES TO RISE 

Retail trade continues to exceed that of 
1943. The increase in the first nine 
months, according to the Department of 
Commerce, was 7%, and for department 
stores alone it was 9% in 104% months. 
In well-informed quarters it is expected 
that Christmas shopping will not greatly 
exceed last year’s high level. A shortage 
of quality goods may be a limiting factor. 
Spending is spread over a greater period 
this year, as heavy sales early in October 
resulted from overseas shipment of gifts. 
Dollar volume of retail inventories is re- 
ported to be about the same as a year 
ago. 

Government expenditures in the first 
four months of the fiscal year, as shown 
in the accompanying table, were 3.9% 
higher than a year ago. While the in- 
crease in number of dollars is mainly in 
direct war costs which rose 6% (exclu- 
sive of RFC war loans), other expendi- 
tures have gone up much more rapidly 
(16.5%) on a proportional basis. Reve- 
nues have changed little but war savings 
bond sales have lagged, and the working 
balance at the end of October was only 
half as large as a year ago. 


The four-month increase in government 
expenditures other than direct war expen- 
ditures and war loans arose mainly from 
interest on the public debt. Such pay- 
ments were up nearly $322 million, or 
about 58%, from the similar period of the 
previous fiscal year. Veterans’ Adminis- 
tration, also, cost $79 million more than 
a year ago. Substantial decreases in ex- 
penditures, among others, were reported 
by the Agricultural Adjustment Agency, 
Social Security Board and Public Roads 


Administration. 


Wiu1am J. Noize 
Division of Business Statistics 


Chemical Output 
Slightly Lower 


RODUCTION of chemical products 
has declined steadily in recent months. 
The Federal Reserve index for this group 
of products has fallen from 324 (1935- 
1939=100) in May to a preliminary fig- 


ure of 306 in September. 


This index in- 


cludes soaps, paints, rayon, ammunition 
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and explosives, in addition to industrial 
chemicals. Ferroalloys are included un- 
der industrial chemicals, as well as items 
more commonly regarded as chemicals. 

The comparative trends of chemicals 
and industrial production as a whole are 
shown in the accompanying chart. The 
index of the Department of Commerce, 
based on a somewhat different classifica- 
tion, shows a more level trend. 

Production of industrial chemicals has 
been closely parallel with that of chem- 
The industrial group 
includes such items as acids and alkalis, 
plastic materials, gases, electrochemical 
products and coal-tar products. 


icals as a whole. 


SULPHURIC ACID NEED 


The decline in output of chemicals dur- 
ing the summer months was accompanied 
by official warnings of continued heavy 
wartime needs. More recently this need 
has been marked by the apparent prolonga- 
tion of the war in Europe. Agitation for 
increased production of certain chemicals 
to meet requirements for essential civilian 
uses as well as for the military program 
has been steadily mounting. 

Most important of these chemicals is 
sulphuric acid, which normally is pro- 
duced in the greatest volume and for 
which there is an extensive variety of 
uses. Although substantial increases in 
production occurred in July and August, 
continuing probably into the fall months, 
the available supply of sulphuric acid re- 
mained stringent during the latter part of 
October. This resulted from the increased 
requirements of the fertilizer, petroleum 
and steel industries. In order to accom- 
plish a further increase in output, even at 
this late date, when most war construction 
is completed, the War Production Board 
deems it essential to plan the erection of 
several new plants. 


United States Production of Fifteen Chemicals 
Bureau of the Census; WPB 


Sources: 


Chemical Units P Hee 

Acetylene agr: Mee ite cal: M. cu. ft. n.d. 
Synthetic anhydrous ammonia.| Tons 44,931 
Caleium carbide.............. Tons n.d. 
Carbon dioxideien. sya) -) M. lb. n.d. 
Chiorin€ tire one. ee teats Tons | 104,074 
Hydrochlorie'acidke.:3.-.J0.--|) Tons | 31,711 
Hydrogen nee eee re || urcus tit. n.d. 
IN ERiGRACIC ate: oath Settee oes Tons 38,471 
Oxycen. gree snes lea. ates M. cu. ft. n.d. 
Phosphoric acid. . eee | eeLons 51,354 
Sodavashsetert ani. cece tus Tons | 703,128 
Sodium hydroxide.............] Tons | 158,591 
-Stolintan eileen. cogs oa oecedac Tons n.d. 
Sodium Sea si ah igtreo 5 eee lege Bonet n.d. 
Sulphuric acid. . Tons | 774,747 


Total for First 7 Months 
July, 1944 July, 1943 
1944 1943 
452,465a| 344,633a} 2,804,341a] 2,022,795a 
42,927 44,376 301,189 315,354 
63,043a 51,63la} 391,482a) 299,628a 
96,265a 82,0734 467,178a| 389,728a 
106,657 98,409 736,649 681,689 
32,325 27,707 210,716 193,731 
1,866,000a| 2,019,000a}11,871,000a|11,681,000a 
38,974 43,004 267,661 277,992 
1,535,241a| 1,300,158a} 9,529,625a| 8,020,099a 
57,324 50,201 422,183 368,590 
711,940 685,166 | 5,099,299 | 4,683,037 
161,546 139,945 | 1,097,781 982,786 
99,401la 95,872a|} 570,401la| 491,420a 
71,853a 70,087a 440,072a| 430,035a 
749,381 695,853 | 5,267,386 | 4,848,360 


aJuly data not available. Figures aes are for June, and 


totals are for the first six months only. 


pPreliminary. 
n.a.Not available. 
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Paints, Chemicals and Industrial 
Production 
Source: Federal Reserve 
Index Numbers, 1935-1989 =100; Seasonally Adjusted 


1939 1940 1941 1942 1943 1944 


Nitrogen also requires increased pro- 
duction. It is used chiefly as nitric acid 
or ammonia in the manufacture of fertiliz- 
ers and explosives, requirements for which 
have recently been enlarged. 
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CARBON DIOXIDE SHORT 


An expansion of facilities to produce an 
additional 90,000 tons of carbon dioxide 
quarterly has been recommended by the 
advisory committee of the carbon dioxide 
producers’ industry to satisfy augmented 
civilian requirements. Construction of 
facilities for the increased production of 
20,000 tons a quarter has already been ap- 
proved. 

While carbon dioxide is not under al- 
location, since military demands are being 
fully met by preferential treatment, a 
possible shortage is, nevertheless, feared 
by mid-1945 unless output is stepped up. 
This situation originates in the probable 
rise in essential needs for medicinals, fire 
extinguishers and coal-mining equipment. 
Prompt action has been urged in view of 
the several months’ time needed for the 
construction of new plant facilities. 


G. K. Bett, Jr. 


Division of Business Statistics 


Manufacturers’ Inventories Decrease 


HE index of manufacturers’ inven- 

tories showed a slight decrease in 
September. Durable and nondurable in- 
ventories each dropped 3% from the pre- 
vious month, the total falling to 173.2 
(1939=100), according to the Depart- 
ment of Commerce. 

In the durable goods group, nonferrous 
metals and their products showed the 
greatest monthly decline from the August 
index of 153 (1939=100) and dropped 
to 148 in September, a decrease of 3.3%. 


The index remained 2.4% below the pre- 
vious year’s mark. Transportation equip- 
ment made the greatest gain for the 
month when the index rose to 956.3 to 
reach its highest point since April. Al- 
though this was an increase of 2.9%, the 
index remained 13.2% below the figure 
for the preceding year, when it was 1102. 
Inventories in automobile and equipment 
factories gained slightly for the month. 
Textile-mill products showed the sharp- 
est loss in the nondurable group. The 


Manufacturers’ Orders, Shipments and Inventories 
Source: Department of Commerce 
Index Numbers, 1939= 100 


1944 
Item 

September August 
Inventoriessen ee 173.2 173.7r 
Durable goods.......... 200.3 200. 9r 
Nondurable goods....... 149.4 149. 9r 
@hemicals-oea eee 159.8 162.5r 
Papelera: stent 142.3 144.7 
Textiless aera start 111.7 115.0r 

Shipments............... 270 Q71 

Durable goods.......... 366 368 
Nondurable goods....... 195 1947 

Chemicals.............. 218 Q17 
Papert amupacnrs i: toner 172 175r 
Textiles pre espera 176 182r 
New: Orders:.2aa.000: «sinh 289 302r 
Durable goods.......... 409 455r 
Nondurable goods....... 212 2047 


aLess than +9 5%. 


1943 Percentage Change 

July September ag eae el oc ee 

1944 ember, 1944 
173.2 178.3 =o —2.9 
201.9 214.9 =.S -6.8 
148.1 146.2 -.3 +2.2 
164.2 152.5 =1.7 +4.8 
143.4 133.3 —1.7 +6.8 
116.2 131.9 —2..9 15.3 
270 261 a +3 
375 356 -] +3 
189 186 +1 +5 
210 213 a +2 
163 161 =2 +7 
160 191 -3 -8 
314 281 —4 +3 
487 421 -10 =) 
202 191 +4 +11 


November, 1944 


Manufacturers’ Inventories 
Source: Department of Commerce 
Index Numbers, 1939 =100 


1939 1940 = 1941 1942 1943 1944 1945 


index has steadily declined to 111.7, losing 
2.9% for the month and 15.3% for the 
year. Chemicals and paper also decreased 
for the month. The loss in each case was 
1.7%, but the drop in chemicals brought 
this figure to its lowest point since Febru- 
ary, though it remained 4.8% higher than 
a year ago. 


YEAR’S CHANGES MARKED 


The year-to-year percentage changes in 
inventories were more marked than the 
monthly changes. The total index lost 
2.9% in the year, owing to a decline of 
6.8% for the durable industries and an in- 
crease of 2.2% for nondurable goods. 
Transportation equipment and electrical 
machinery had the two greatest declines, 
13.2% and almost 12%, respectively. None 
of the durable goods industries in the in- 
dex showed an increase from the previous 
year. However, the nondurable goods in- 
dustries generally showed gains for the 
year with one exception. Textile stocks 
dropped over 15%, probably caused by in- 
creased demand at a time when produc- 
tion was declining because of labor diffi- 
culties. 

Gains registered for the year varied 
from 4.8% for chemicals to 7.8% for 
petroleum refining. 

Manufacturers’ inventories at the end of 
August, according to another report by the 
Department of Commerce, amounted to 
$17.3 billion, or 3.2% below the peak regis- 
tered in November, 1943. Although a 
slight gain was made over the previous 
month, the amount remained below the 
averages for the first and second quar- 
ters of the year. This decrease is attributed 
by the Department of Commerce to the 
decline in military production. (See muni- 
tions chart on page 301.) 

Retailers’ inventories reached the high- 
est point for the year at $6.5 billion, 
an increase of almost 5% for the 
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month. Retail inventories reached their 
highest level since 1938 in May, 1942, at 
$7.9 billion, 21.8% above the August, 
1944, inventory figure of $6.5. billion. 
Wholesalers’ inventories have varied little 
in the past year. The latest index was 
3.8% below the high for the year and 
18.6% below the recorded high in 1942. 


SHIPMENTS STEADY 


Indexes of manufacturers’ shipments re- 
mained fairly stable in September, show- 
ing a total loss of less than .5%. A drop of 
1% in durable goods was counteracted by 
a rise of approximately the same amount 
in nondurable goods. Among durable 
goods industries the sharpest rise for the 
month was made in electrical machinery 
which gained 8%, but this was offset by 
a similar decline in shipments from auto- 
mobile factories. Electrical machinery 
rose 30% for the year, the largest gain 
among shipments. Automobiles also 
showed a substantial yearly gain, but in 
contrast to a drop for the month. After 
a drop in July, nonferrous metal shipments 
rose in August and September to reach 
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261, approximately the same point as that 
of a year ago. 

Nondurable shipments varied little for 
the month. The year-to-year gains were 
consistent except for textiles, which lost 
8%. Since demand is increasing this can 
probably be attributed to employment fac- 
tors. Shipments of petroleum products re- 
mained stable for the month but gained 
15% for the year. The durable goods 
total index gained 5% since the previous 
September and durable goods rose 3%. 


NEW ORDERS DECLINE 


Manufacturers’ new orders for the 
month were down 4% to 289. This re- 
flected a drop of 10% for the durable 
goods industry, following a loss in the pre- 
vious month. Nondurable goods rose 4% 
for the month to 212. The year-to-year 
rise of 3% for all new orders was caused 
by an increase of 11% in nondurable goods 
industries. This was the highest index for 
the year, standing 2% above the June fig- 
ure, the previous high. 


Guapys Drange 
Division of Business Statistics 


Rayon Demand Exceeds Record Output 


VEN though rayon is still the fast- 
EK est-growing textile fiber in the 
world, demand is greater than total out- 
put, and civilians can expect no immedi- 
ate improvement in the present tight sup- 
ply situation. About 40% of production 
is for direct war use and another 20% 
is covered by rated orders. Total output 
of yarn in 1944 will probably reach 550 
million pounds, 10% above 1943 produc- 
tion and 41% more than the 390 million 
pounds produced in 1940. Staple fiber 
production in the first nine months of this 
year has been 5% greater than in 1943, 
indicating a total of 170 million pounds 
this year, or more than twice the 1940 out- 
put. 


WARTIME USES 


Rayon uses were expanding rapidly be- 
fore the war, and under wartime condi- 
tions the field has broadened substantially. 
The primary direct war use of rayon has 
been the manufacture of high-tenacity 
yarn and tire cord needed for synthetic 
rubber tires. This program uses close to 
25 million pounds of rayon per quarter. 
Other rated uses vary from fragmentation 
bomb chutes, aerial delivery cloth and self- 
sealing gas tank linings to uniforms and 
insignia. Rayon has been substituting for 


silk since August, 1941, and for nylon 
since early in 1942. About 17% of yarn 
production has been diverted to hosiery 
manufacture, further reducing the supply 
of rayon fabrics for civilians. 

In addition to war and essential civil- 
ian needs at home, 4% of nonmilitary ray- 
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Chart 2: Rayon Yarn Consumption 


and Stocks 


Source: Textile Economics Bureau 
Index Numbers, 1926 =100 


200 


1939 1940 1941 1942 1943 1944 


on cloth has been set aside for export. 
Export to Latin America was the original 
purpose of the 4% export quota, but the 
trade reports that the amount available 
at present for Latin American customers 
is far short of requirements. From 12 to 
17 million yards of cloth are being shipped 
to Europe during the current quarter, and 
20 million yards have been requested by 
UNRRA for this purpose in the first quar- 
ter of 1945. Russia is scheduled to re- 
ceive about 2 million yards, considerably 
less than was requested for essential civil- 
ian apparel. 


DEPLETED CIVILIAN YARN SUPPLY 


In the first quarter of 1945, one million 
pounds of yarn and fiber, equally divided, 
will be shipped to Russia. Shipments in 


1Total domestic production of rayon broad woven goods 
has averaged over 400 million yards per quarter for the 
Past year, 


Chart 1: Domestic Shipments of Rayon Filament Yarn 


Source: 


Rayon Organon 


Millions of Pounds 


VISCOSE - CUPRA 


FIRST SECOND FIRST SECOND FIRST SECOND FIRST 
<——$§|_—_——— $/X MONTHS 
1941 1942 1943 1944 


VZZA TIRE ALLOCATED 
[__]NON-TIRE RATED 


EESSSASILK AND NYLON SUBSTITUTION 
GBB) PRE-WAR, NON-TIRE CIVILIAN 


FIRST SECOND FIRST SECOND FIRST 
AMON TTD 
1941 1942 1943 


1944 


Note: Plotted on a semi-annual basis according to allocated and nonallocated end uses 
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the second quarter next year will have to 
be increased substantially in order to ful- 
fil Russia’s request for 444 million pounds 
during the first half. Trade sources hold 
that there will be difficulty in meeting the 
first-quarter allocation already approved. 
Applications for yarn from countries other 
than Latin America have usually been re- 
jected. Russia’s allocation may be fol- 
lowed by similar requests from Australia, 
India and Portugal for supplies from the 
United States. Such quantities would be 
taken from civilian supplies, unlike the 
cloth export quota system. 


F. H. Frazer 
Division of Business Statistics 


Electrical Products 
Level Off 


EW orders for electrical machinery, 

as reported by the Department of 
Commerce, rose to unprecedented peaks 
in 1943 and have subsequently trended 
downward. Inventories also rose to a 
wartime peak in the fall of 1943 and have 
since been in a slow decline, Shipments 
rose steadily from the beginning of the 
war to the middle of 1944, with little sub- 
sequent change. 

Orders for motors and generators, as 
reported to NEMA,’ reached their peak 
in 1942 and then began an erratic but pro- 
nounced decline, covering two years. 
NEMA’s index of billings of electrical in- 
sulation rose to its highest levels in the 


Chart 1: Electrical Machinery: New 
Orders, Shipments, and Inventories 
Source: Department of Commerce 
Index Numbers 


‘NEW ORDERS 


(JANUARY, 1939=/00) 


s | 
SHIPMENTS — INVENTORIES 


(AVERAGE MONTH, 1939=/00) 


1941 1942 1943 1944 1945 
year beginning March, 1943, but has fallen 
off since March, 1944. 

The decline in orders, together with the 


1National Electrical Manufacturers Association. 
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Electrical Machinery 
Sources: Department of Commerce; National Electrical Manufacturers Association 
Index Numbers 


New Orders 
Period Monthly January, 
Average 1989 =100 
LOADED. rad 8-month 402 
OAS Sect d siicintie ewes ts 8-month 472 
LO4S eee are rs. ae ee annual 471 
ROA terres. eat anaes annual 500 
POAT... See eee cote annual 316 


apparent halt in the rise of shipments, 
seems to presage a turning point in the 


Chart 2: Sales of Electrical Insulating 
Materials and Orders for Motors and 
Generators 
Source: National Electrical Manufacturers Association 
Index Numbers, 1936 Average Month=100 
800 

MOTORS AND 
700 


“ELECTRICAL Nee eg 
MATER 


1940 1941 1942 1943 1944 1945 


rate of production of electrical machinery 
and equipment for military use. This 


Electrical Motors and 


Insulati Generators 
AuPMonth | Avg Month | Materials. | (Orders Re- 
1939=100 | 1939=100 ee ete pecnta es 
1936=100 | 1986=100 
547 337.3 397.2 388 
431 349.2 410.4 462 
450 354.4 414.5 468 
283, 285.8 320.1 534 
205 194.2 234.4 $15.5 


view is reinforced by the decline in in- 
ventories at electrical machinery plants 
during the past year. Shadows of coming 
events are apparent in the form of cut- 
backs already made in fighter planes and 
medium bombers. 

The accompanying table and charts’ re- 
flect the major changes taking place in the 
production of electrical machinery and 
equipment. In specific sections of the in- 
dustry, however, changes different from 
over-all trends may be occurring. For ex- 
ample, copper wire and cable producers 
have achieved a remarkable increase in 
output during the twelve months ending 
in August, 1944—a period in which bill- 
ings of electrical insulating materials as 
reported to NEMA were virtually con- 
stant. 


ABRAHAM STEIN 
Division of Business Statistics 


1Wartime changes n operations of various manufacturers 
have adversely affected the precision of statistical series. 
Hence these must be interpreted with caution. The Depart- 
ment of Commerce data, for example, include many non- 
electrical products. 


Employment Trends 


SHARP DROP in total employment 

in October from the September high 
of 65 million is indicated in preliminary 
reports. 

The reduction in the total number of 
persons at work or in uniform was large in 
spite of the fact that farm employment 
declined considerably less than usual in 
October. All civilian groups except trade 
contributed to the general employment 
decline. 

The exceptionally large increase during 
the month in the number of persons en- 
gaged in trade was attributed to early 
holiday activity in the retail sector, and 
brought total employment in this category 
above the levels for the same month of 
1943 and 1942. The monthly increment 
to the Armed Forces was more than offset 


by losses which occurred in other groups. 

Continued curtailment of the number 
of factory workers, particularly in durable 
goods industries, reduced total manufac- 
turing employment in October to approxi- 
mately the level of the third quarter of 
1942. Owing to expansion of war indus- 
tries since 1942, however, the ‘distribution 
of employees between durable and non- 
durable industries in October was approxi- 
mately 60-40 compared with about 55-45 
two years earlier. Only two of the major 
manufacturing industries—food and petro- 
leum— reported more wage earners this 
October than twelve months earlier. The 
number of persons engaged in the manu- 
facture of transportation equipment was 
more than 400,000 below that of a year 
before. 
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FARM LABOR 


The larger-than-average percentage of 
family workers remaining at work on 
farms in October was owing to the 
late cotton harvest and good weather. 
Greater reliance upon family workers has 
been characteristic of farm operations 
throughout 1944 because of high wage 
rates and the difficulty of obtaining com- 
petent hired help. 

As of the end of October, about 75,000 
foreign workers, predominantly Mexican 
and Jamaican, were available for farm 
work. Their contribution to the harvest- 
ing of crops has been estimated as greater 
than their numbers would indicate. 

Another source of labor which has aided 
materially in crop production and harvest- 
ing is that of war prisoners. A total of 
1,375,328 man days of labor in agriculture 
by this group was reported by the War 
Department for the month of October, or 
the equivalent of 52,897 men working full 
time for 26 days. The work of war pris- 
oners brings the prevailing wage and the 
pay for their services goes to the govern- 
ment. 

Servicemen have been cooperating on 
critical production programs, according to 
the War Manpower Commission, by mak- 
ing their services available during fur- 
lough-time and delays-en-route on farms 
and in factories. 


EFFECT OF WAR SUCCESSES 


The effect of the recent speed-up of 
military operations in all theaters is show- 
ing itself in diverse ways. On the one hand, 
production schedules are lagging behind 
the newly revised timetables in the heavy 
equipment industries. The location of 
many of these industries in areas where 
manpower shortages already exist, plus the 
fact that more than 65% of the needed 
workers must be skilled or semi-skilled, 
render recruitment difficult if not impos- 
sible. Therefore, available manpower must 
be currently maintained at maximum utili- 
zation. 

On the other hand, progress on the 
war fronts causes overoptimism among 
workers as to the nearness of the war’s 
end on the western front. Also, it serves 
as a reminder of the production cut- 
back to be expected at the arrival of V-E 
day. 

Not only are these attitudes present 
among workers already engaged in war 
production, but increased enrolment this 
fall of women and seventeen-year-old men 
in colleges and universities gives further 
indication of the recognition that war em- 
ployment offers limited security at pres- 
ent. According to the American Council 
of Education the national college enrol- 


ment this fall may be 15% higher than 
in 1943. 

Another development of the acceler- 
ation of war operations has been the acute 
shortage of personnel to man the mer- 
chant ships which deliver the goods to the 
theaters of operation. The United States 
Maritime Commission has recently or- 
dered refusal of a shore job to any experi- 
enced seaman in an effort to meet the 
need for qualified officers and men in the 
Merchant Marine. 


STRIKES 


While strikes begun in September were 
20% fewer than those begun in the pre- 
vious month, the number of workers in- 
volved was fewer by less than 3%. Man 
days idle during the month lagged behind 
time lost in August by about 30%. Strike 


activity in the third quarter of 1944 was 
running more than 50% ahead of the same 
period of 1943. 


TURNOVER 


The total separations rate, at 75 per 
1000 employees in manufacturing indus- 
tries, was about 4% below August, but 
remained above that of any other month 
this year. Separations owing to volun- 
tary quits alone equaled the total rate of 
accessions (60 per 1000 employees) for 
the second consecutive month. Rates of 
discharge and miscellaneous separations 
(including military withdrawals) declined 
slightly, while the layoff rate showed a 
slight gain. 


Carri R. FetpMan 
Dwision of Business Statistics 


Earnings and Hours in Manufacturing 


N THE twenty-five manufacturing in- 

dustries surveyed by Toe ConFERENCE 
Boarp, hourly and weekly earnings rose to 
new peak levels in September. Because 
the cost of living (on a prewar budget) 
remained unchanged at the August level, 
“real” hourly and weekly earnings also 
rose. 

The average number of hours worked a 
week was unchanged at 45.6 in Septem- 
ber. Reduced employment brought a 
lower total of man hours worked, as well 
as fractionally lower payrolls in Septem- 
ber. Wage-rate increases granted were 
negligible. 


EARNINGS 


Hourly earnings rose 0.9% in Septem- 
ber and reflected payment of premium 
rates for work on Labor Day. Other con- 
tributory factors were curtailed employ- 
ment among the lower-paid, less-skilled 
workers and very small wage-rate in- 
creases. These wage-rate increases were 
granted to 0.3% of the workers in the 
twenty-five industries, and amounted to 
only 5.4%, or an average of 0.02% for all 
wage earners. The September peak level 
of hourly earnings, $1.080, was $.321, or 
42.3%, more than in January, 1941, and 
$.360, or 50%, higher than the August, 
1939, level. 

The August-to-September advance in 
weekly earnings was also 0.9% because 
the work week did not change in the 
month period. Weekly earnings at $49.43 
in September were higher than during any 


previous month. They had risen $18.82, 
or 61.5%, from January, 1941, and $22.14, 
or 81.1%, since August, 1939. 

Real weekly earnings, directly reflecting 
the advance in dollar weekly earnings be- 
cause living costs did not change, rose 
1.0% in September. At 177.0 (1923= 
100) , this index of the quantity of goods 
and services that can be purchased with 


Wage-rate Increases and Workers 
ected 


Source: Tus Conrerence Boarp 


25 Manufacturing 


Industries 
Date 
Wage Earn-| Wage-rate 
ers Affected | Increase 
1943 
Septemberssenmes oo see- 0.8% 6.9% 
Octoberwetrrre. ee aarti 0.3 6.7 
November.............. 1.4 5.4 
Decembet ijasecceeee cies 1.4 4.1 
1944 
January......... 0.3 5.9 
Hebruary seme et 0.9 8.7 
Marchie,..ct eminence 0.4 6.9 
April. aiesetee ore 0.6 5.7 
IMiayeyoscaicnttte on ote: 0.4 6.0 
JURE Mea eee a ees 0.3 Pw) 
July pee 6 Sree ene 0.8 5.3 
NUS tix. een eur dear: 0.4 6.0 
September tna, er 0.3 5.4 


Rolle weekly income was only 0.2% be- 
low the all-time peak level reached in June 
of this year, but higher than in any month 
since these surveys were begun. Despite 
rising living costs, real weekly earnings in 
September were up 32.4% since January, 
1941, and 45.0% since August, 1939. 
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EARNINGS, HOURS, EMPLOYMENT, PAYROLLS, ALL WAGE EARNERS, 25 MANUFACTURING INDUSTRIES 
Norse: Hourly earnings are not wage rates, because they include overtime and other monetary compensation 


Index Numbers, 1923 =100 


ictal Ue Nomiel 
Av A u: omin al 
Date Hourly Weekly Hours per)| Hours pez rly Earnings Weekly Earnings ae 
Earnings | Earnings bake tak gle Hourly & y 8 Soee Lae any neal Payrolls 
Earner Earner Wage Hours 
Actual Real a Actual Real a Earner 

1943 September................ $1.086 | $47.13 45.3 43.5 191.5 186.1 177.1 172.1 92.1 149.5 187.7 264.8 
October gy eas sat eremasee 1.036 47.47 45.5 43.6 191.5 185.0 178.4 172.4 92.5 149.7 188.5 267.1 
INovembef iis. 2 ciccisssce- crete 1.041 47.58 45.5 43.6 192.4 185.9 178.8 172.8 92.5 149.8 188.6 267.8 
December veces sie stec ace. 1.045 47.15 45.1 43.7 193.2 185.9 LTie2 170.5 91.7 149.6 137.2 265.1 
1944 ‘January. 65.6... c esc cess 1.046 47.56 45.2 43.7 193.3 186.0 178.7 172.0 91.9 148.1 136.1 264.7 
February vss. ssncce ce en 1.048 48.15 45.7 43.9 193.7 187.1 180.9 174.8 92.9 147.9 137.4 267.6 
March ise. mcrae serene ears 1.053 48.41 45.8 44.0 194.6 187.8 181.9 175.6 93.1 146.6 136.5 266.7 
Aprile eas eve ties eta tie 1.057 48.09 45.2 44.0 195.4 187.5 180.7 173.4 91.9 144.0 132.3 260.2 
IMB Y orc ere ore cisene siete: costars sce 1.062 48.46 45.5 44.1 196.3 187.7 182.1 174.1 92.5 140.8 130.2 256.4 
WUNCS odes ee eee e eo eae ee 1.069 49.30 45.9 44.2 197.6 189.1 185.3 177.3 93.3 139.5 130.2 258.5 

DULY Meee sere neces sere 1.072 48.86 45.4 44.3 198.2 188.8 183.6 174.9 92.3 138.1 127.5 253.6 
August afagees cniscsnrecomaa 1.070 48.98r 45 .6r 44.3 197.8 188.4 184.17] 175.3r 92.7r| 137.67) 127.6r| 253.3r 
September jaa ie% sancanls 1.080 49.43 45.6 44.4 199.6 190.1 185.8 177.0 92.7 136.3 126.4 253.2 

rRevised, 


HOURS 


The average number of hours worked in 
one week in September was 45.6, the same 
as in August. Although slightly less than 
in February, March and June of this year, 
hours per week were longer than in any 
other month since April, 1930. Since Jan- 
uary, 1941, the average work week has 
been expanded 5.4 hours, or 13.4%, and 
since August, 1939, the increase has been 
even greater—7.7 hours, or 20.3%. 


Man Hours 

Total man hours declined 0.9% in Sep- 
tember, the same amount as employment 
because the average work week was un- 
changed. At 126.4 (1923=100) they were 
lower than in any month since November, 
1942, but higher than in any month be- 
fore then. As compared with man hours 
in January, 1941, they have risen 41.9% 
and since August, 1939, the rise has been 
95.1%. 


EMPLOYMENT AND PAYROLLS 


Employment of wage earners in the 
twenty-five manufacturing industries was 
curtailed in September for the tenth con- 
secutive month. The September level of 
136.3 (1923=100) was lower than dur- 
ing any month since August, 1942, but 
higher than during any month before then. 
From, January, 1941, to September, 1944, 
employment gains were 24.9% while 
those from August, 1939, were 61.9%. 

The increase in weekly earnings in Sep- 
tember almost completely offset the effect 
of reduced employment on total payrolls. 
As a result, total payrolls declined 0.04% 
in the month period and were lower than 
during any month since April, 1943. They 
were, however, higher than during April, 
1943, or any other previous month. At 
253.2 (1923=100) they exceeded the Jan- 
uary, 1941, level by 101.8% and the Au- 
gust, 1939, level by 193.1%. 


Average Weekly Earnings, 25 Manufacturing Industries 


Source: 
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Index Numbers. 1923 =100 


1939 1944 1936 


WEEKLY EARNINGS 
¢ 


1937 


ee a ee es 
ye. 
COST OF LIVING 


1940 


1938 1939 1941 


1942 


1943 1944 


The generally upward trends of earn- 
ings and hours in the twenty-five indus- 
tries that have prevailed since 1938 were 
continued in September. But employ- 
ment, man hours and payrolls, which also 
began to rise in 1939, and reversed their 
trend in December, 1943, have continued 
downward through September. 


Erne, B. Dunn 
Division of Labor Statistics 


Cost of Living 
in October 


IVING costs of wage earners’ families 
on a wartime budget in the United 
States increased 0.1% from September to 
October, return + to the August level. 
The October figure is 105.1 (1923=100) , 
or 1.4% above October, 1943. 

The increase in the wartime index since 
August, 1939, the month preceding the 
start of World War II, was 25.1% and 
since November, 1941, the month preced- 
ing the entry of the United States, the in- 
crease has been 13.1%. An increase of 
22.2% has taken place since January, 
1941, the base date of the Little Steel for- 
mula, 

The purchasing value of the 1923 dol- 
lar decreased 0.1% from 95.2 cents in Sep- 
tember to 95.1 cents in October. The 
value in October, 1943, was 96.4 cents and 
in January, 1941, it was 116.3 cents. 


MAJOR ITEMS 


Food costs, which comprise one of the 
largest expenditure groups, declined 0.4% 
over the month. This is its second con- 
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COST OF LIVING ON WARTIME BUDGETS IN THE UNITED STATES, AND PURCHASING VALUE OF THE DOLLAR 


Weighted Clothing Fuel and Light 


Date Average of i Purchasin 
All Teths ee Moxstng! Sundries Value of 


Sle EH 


Index Numbers, 1923=100 
1943 October 


biielstefniecaetaeinien ss at 112.64 90.8 90.6 99.7 81.4 92.7 67.2 94.6 108 

povember SOGUOO CoD one 103.7 112.1 90.8 90.9 100.0 81.7 93.1 67.2 94.6 1091 96.4 
ietes COIN DOR re ateisinics ave aie 103.9 111.9 90.8 91.1 100.2 81.9 94.9 67.2 94.6 110.0 96.2 
rtm FEOBC on AOrTOe eee 103.9 111.1 90.8 91.2 100.4 82.0 95.1 67.0 94.6 110.5 96.2 
Men e, sfetainreleret senate ciriet 103.4 109.6 90.8 91.6 101.0 82.1 96.0 67.0 94.6 110.6 96.7 
EL ne en antes 103.4 109.2 90.8 91.7 101.2 82.2 95.3 67.0 94.6 111.5 96.7 
Th mohale ctotawy cele sie Sits 104.1 110.1 90.8 91.9 101.6 82.2 95.3 67.0 94.6 112.8 96.1 
Tae, Sepia iaescie.'s sling cle estore ff 104.4 110.7 90.8 92.3 101.8 82.8 95.3 67.0 94.6 113.2 95.8 
Smee ae 104.4 110.6 90.8 92.5 101.8 83.1 95.1 67.0 94.6 113.3 95.8 
7 Yivctedsis teins ne clhh » «te 105.0 111.9 90.9 92.5 101.9 83.1 95.1 66.9 94.5 113.3 95.2 
UQUSE fe Sielsrasitee mnie als 105.1 111.9 90.9 93.0 102.1 83.9 95.1 66.9 94.5 113.4 95.1 
peptemberiyae. ec. ss. .: 105.0 111.56 90.9 93.2 102.3 84.07 95.1 66.9 94.5 113.6 95.2 
CLODERS Wen meters ween 105.1 lll.le 91.0 93.6 102.4 84.8 95.1 66.9 94.5 114.2 95.1 


Percentage Changes 
Sept. 1944 to Oct. 1944....... | +0.1 -0.4 +0.1 +0.4 +0.1 +1.0 0 +0.5 =O 


0 0 
-1.3 +0 .2 +3.3 Set | +4.9 +2.6 | -0.4 -0.1 +5 .2 -1.3 


'Since October, 1943; data on housing collected quarterly, January 15, April 15, July aBased on food price indexes of Taz Conrerence Boarp for October 15, 1943, 


15, and October 15, bBased on food price i 
=a ‘ price indexes for September 14, 1944. 
?Includes fuel as well as electricity and gas. rRevised. eBased on food price indexes for October 12, 1944. 


ee eeece 


secutive decline. From September to Oc- Nine cities showed no change in living 1.1% in Portland (Oregon) , St. Paul and 
tober, 1943, however, food costs increased costs during the month. They were: Chat- Seattle. Clothing increased in all but ten 
0.5%, which is partly responsible for the tanooga, Des Moines, Houston, Portland cities during the month. 

fact that the index declined 1.3% from (Oregon), Providence, Roanoke  (Vir- 

October, 1943, to October, 1944. All the ginia), Sacramento, Syracuse and Wil- ANNUAL CHANGES 

other components of the index increased mington. Increases were experienced by Of the sixty-three cities, fifty-five 
except fuel and light which remained un- twenty-nine cities, or less than half of the showed increases, seven showed decreases 
changed. Fuel and light costs are 2.6% cities surveyed. The increases ranged from and one had no change. The increases 
higher than a year ago, mainly as the re- 0.1% in ten cities to 0.9% in Youngstown. ranged from 0.1% in Memphis and Wil- 


sult of increases in fuels other than elec- Food costs declined from September to mington to 3.3% in Toledo. The decreases 
tricity and gas which decreased 0.4% October in forty-three cities, fourteen of were 0.1% in Boston, Parkersburg (West 
and 0.1%, respectively. which had decreases equal to 1.0% or Virginia), and St. Louis, 0.4% in Cincin- 


The sundries group increased by 0.5% more. The largest were 1.8% in Indi- nati and Syracuse, 1.1% in Newark, and 
from September to October. One of the anapolis, 1.7% in Cincinnati and New 1.6% in Duluth. New Haven neither in- 
main factors influencing this change was Orleans, and 1.2% in Cleveland, Kansas creased nor decreased. 
the inclusion of the annual survey of mo- City (Missouri), Meadville (Pennsyl- Food costs decreased in fifty-three cities 
tion picture admissions. Over the year, ania), and St. Louis. Roanoke and Spo- over the year. The largest were: 7.3% in 
sundries increased 5.2%. Clothing costs kane showed no change in either direc- Duluth, 4.5% in Cincinnati, Indianapolis 
increased 0.4% over the month, partially tion while eighteen cities showed increases, and Newark, and 4.3% in Syracuse. Los 
a result of increased prices in fall lines of the largest of these being 1.4% in Bridge- Angeles showed no change. Nine cities 
merchandise. The yearly increase was port and Lewistown (Pennsylvania), and showed increases: 2.4% for Lansing, 
3.3%. 


The over-all picture of housing expendi- Cost of Living in the United States 
tures showed an increase of 0.1% over the Source: Tam ConrmrEence Boarp 
quarter-year period July to October. Sev- Index Numbers, 1923=100 


eral cities, nevertheless, showed declines. 
Housing, which remained unchanged from 
July, 1942, to June, 1944, increased 0.2% 
over the year. 


CITY CHANGES 


Complete series for October were pub- 
lished for sixty-three industrial cities. 
From September to October, total living 
costs declined in twenty-five cities. The 
decreases ranged from 0.1% in Buffalo, 
Cleveland, Macon, Milwaukee, Philadel- 
phia and Pittsburgh, to 0.6% in Cincin- 
nati and New Orleans. The two cities 
having the largest decrease in total living NY pA rte ean ct Marnie eas 
costs had the second largest decrease in 
food of all the cities, 1.7%. 1929 1934 1939 1944 1936 1937 1938 1939 1940 1941 1942 1943 1948 


312 


2.3% for Milwaukee, 1.3% for Minneapo- 
lis, 1.1% for Omaha, 1.0% for Chattanoo- 
ga, 0.6% for Joliet, 0.5% for Green Bay, 
0.3% for Indianapolis and 0.1% for Prov- 
idence. 

Sixteen of the sixty-three cities experi- 
enced changes in rent over the year; ten 
were increases and six were decreases. The 
increases were 3.3% in Toledo, 2.4% in 
Green Bay, 1.5% in Los Angeles, 0.9% in 
Roanoke, 0.6% in Chattanooga, 0.3% in 
Kansas City (Missouri) and Trenton, 
and 0.1% in Akron, Erie and Rockford. 


THE CONFERENCE BOARD 


The decreases were 1.5% in Macon, 0.9% 
in Memphis, 0.4% in Buffalo, 0.2% in 
Philadelphia and St. Louis, and 0.1% in 
New Orleans. Clothing increased in all 
cities from October, 1943, to October, 
1944. 

Indexes for Buffalo and Roanoke 
(Virginia) have been revised back to Jan- 
uary, 1939, and are not comparable with 
previously published indexes. The com- 
plete series are available upon request. 

Mary A. Wertz 
Division of Labor Statistics 


Business Book Shelf 


Seven Steps toward Simplified Office Pro- 
cedures. By A. H. Strickler. New York: 
McGraw-Hill, $1.75. 

Curtailment of paper work and elimina- 
tion of waste motion are the goals of 
every office management—and of this con- 
veniently sized 148-page summation of the 
author’s experiments. His experience re- 
port of twenty-six years relates the appli- 
cation of plant-operating techniques to 
office routine. In addition to general dis- 
cussion and specific suggestions regarding 
equipment, environment, and time stand- 
ards, seven chapters outline the steps by 
which the Strickler plan can be adapted 
to all types of business. 

The author is management consultant to 
the House Civil Service Investigating 
Committee, and was formerly manager of 
the statistical department of the General 
Electric Company in Cleveland. G.E5S. 


The Elements of Administration. By L. 

Urick. New York: Harper and Bros. $2.00. 
This book is based on a series of five lec- 
tures delivered at the Polytechnic, Lon- 
don, under the auspices of the Institute of 
Industrial Administration. The author de- 
fines the principal elements of business ad- 
ministration, as far as possible reducing a 
subject of unrestricted generalities to a 
concise science. The necessity of following 
these or similar principles in the estab- 
lishment or continuance of a business is 
clearly shown. Constant reference is 
made by the author to principles formu- 
lated by various authorities in different 
countries which were arrived at independ- 
ently but significantly concur in all im- 
portant aspects. They include fundamen- 
tals established by Henry Fayal, Mooney 
and Reilly, Frederick Winslow Taylor, and 
Mary Parker Follett. 

A definite technique of administration is 
emerging as business realizes the costly 
confusion of constant improvisation. T.A.F, 


Industrial Property in Europe. By Antonin 
Basch. New York: Committee on International 
Economic Policy, in cooperation with the Car- 
negie Endowment for International Peace. 


This monograph deals with the prob- 
lems involved in the disposition of indus- 
trial property seized or acquired by the 
Nazis in occupied countries. The regimen- 
tation of these and other businesses by 
the present German Government is recog- 
nized as a second problem which equals 
or even transcends that of actual transfer 
of control of acquired firms to other pri- 
vate interests. 

The complex Nazi web of ownership, 
indirect control, reorganization and redis- 
tribution of plants is carefully scrutinized. 
A large part of the 30-page study is de- 
voted to a plan for de-nazifying European 
industry. Attention is paid to the dangers 
of expanded state capitalism in freed areas, 
and to functions of postwar governments 
with regard to industry and other material 
resources. T.W. 


United States Shipping in Transpacific 
Trade, 1922-1938. By Walter A. Radius. 
Stanford University, Calif.: Stanford University 
Press, $3.50. In cooperation with the American 
Council, Institute of Pacific Relations. 

The record of our waterborne commerce 

with the Far East from 1922 to 1938 is 

analyzed in this volume from the view- 
point of the shipping services required for 
the proper handling of the trade. The au- 
thor, formerly of the Stanford University 
staff, is now with the State Department, 
specializing on transportation and com- 
munications. He has based his study pri- 
marily on the statistics and published and 
unpublished material of the Maritime 

Commission and its predecessor agencies. 
Certain general conclusions are drawn 

by the study. In the first place, it is em- 

phasized that shipping routes rather than 
trade routes should be the foundation of 
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any analysis of shipping requirements. 
This is particularly true of traffic between 
the Atlantic coast and the Far East, which 
may move either by the Panama Canal 
and the Pacific Ocean or across the At- 
lantic and through Suez or via the Cape 
of Good Hope. Practically none of the 
available statistics of this traffic show by 
which shipping route the traffic actually 
moved. 


Mr. Radius argues that shipping serv- 
ices must be flexible, and not restricted, 
as too often in the past, to a limited range 
of ports or routes. He argues for a recon- 
sideration of the Maritime Commission’s 
past policy of not encouraging tramp ship- 
ping, especially in view of the great sur- 
plus of Liberty vessels that will confront 
us after the war. W.W.C. 


Business in Print 


Family Incomes and Postwar Markets. 
By Dr. J. Frederic Dewhurst. New York City: 
Crowell-Collier Publishing Company. 


Marketing executives continue to explore inten- 
sively the potential capacity of the public to 
absorb products in the postwar period. Dr. 
Dewhurst, economist of the Twentieth Century 
Fund, has projected in this pamphlet the latest 
official estimates of population, consumer units, 
and consumer income to the first “normal” post- 
war year as an aid to such work. 


“Future of Gas,” American Gas Association 
Monthly, November. Spurred by the down- 
ward trend in the relative economic advantage 
of gas over other fuel services and by the 
threat of postwar competition of electric 
power, the gas industry has devised a program 
known as “A Plan for Research and Promo- 
tional Development in the Gas Industry.” 
The realization of this plan which would cost 
about a million dollars annually involves a 
twofold approach to the problem of expanding 
the gas market: advertising and promotional 
coordination on the one hand and technical 
research on the other. 


“Administration of Fiscal Policy,” by Charles C. 
Abbott, Harvard Business Review, Autumn, 
1944. Financial operations of the Federal 
Government have always been of great con- 
cern to businessmen and may play a more im- 
portant part in the postwar period. The range 
of governmental activities is analyzed, fol- 
lowed by a diseussion of the possibilities of 
whether the Federal Government should or 
could adopt a single, integrated, fiscal policy. 
An associate professor of business economics 
at the Harvard University School of Business 
Administration, the author gauges the im- 
portance to business of postwar fiscal policy 
by two points of reference: the management 
of the federal debt and open-market opera- 
tions of the Federal Reserve System. 


Several questions are answered concerning 
fiscal administration: What governmental 
bodies must be reckoned with in fiscal admin- 
istration ? What experience have we had with 
ineffective policies? What evidence does the 
record of recent years afford regarding admin- 
istrative limits to effective governmental 
action? L.B.L. 
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Working Capital for Small Business 


PECULATION about illiquidity of 
small manufacturing enterprises and 
other small business has figured promi- 
nently in discussions of contract termina- 
tion and of government aid to business in 
the period of reconversion. 

This assumed deterioration in the work- 
ing capital position of small business has 
been given great weight in Congressional 
and other discussions, but relatively little 
quantitative material has been offered in 
support. In the main, policy-making and 
planning has rested primarily upon a priori 
reasoning or upon economic theorization 
as to the impact of the war program upon 
medium-sized or small firms. Relatively 
little has been published on the financial 
position of such firms, primarily because 
their statements are not readily available 
in the standard financial manuals or in 
SEC releases. 

Many illustrations of the need for bal- 
ance-sheet and operating data for small 
business are to be found in the volumin- 


A Summary of this article appears 
on Page 323 


What SEC Thinks 


In spite of the favorable working capital 
position for corporations as a whole, there 
will undoubtedly be a number of individual 
corporations which will not be in so advan- 
tageous a financial position. There will be 
other corporations, existing as well as new 
enterprises, which will need additional capi- 
tal for purposes of expansion. Finally, it is 
obvious that the working capital position of 
all corporations will be affected by develop- 
ments in the postwar period, particularly 
in the price level. However, by and large, 
there seems to be little reason for doubt that 
corporations generally will have sufficient 
funds available to finance reconversion and 
a high level of postwar activity from their 


own resources. 
SEC Statistical Series, Release No. 742, August 27. 


ous records of hearings by the several Con- 
gressional committees investigating these 
fields and in the frequent articles on the 
subject in journals. 

Thus Randolph Paul, formerly of the 
Treasury Department, in his testimony on 
problems of contract termination before 
the Committee on Military Affairs, was 
asked: “Is it not true that the tax base 
and the problems of illiquidity, that these 


two problems more directly affect the 
smaller business or the ‘war baby’ than 
they do the large corporation in the pro- 
gram of taxation that you will design to 
take care of terminations?” 

Mr. Paul replied that by and large this 
was true: “There are small concerns which 
are in pretty good financial shape. There 
are some figures, in a recent Federal Re- 
serve Bulletin which indicate that. But 
the small concern probably, generally 
speaking, is not in as good a cash posi- 
tion as a large concern, although there 
are some large concerns which will have 
problems.” 

Again, in an extensive analysis by Mar- 
shall B. Ketchum, Associate Professor of 
Economics at the University of Kentucky, 
it is maintained that the “position of small 
business has been injured as a result of 
the war in a number of respects which 
could have been prevented by appropri- 
ate policy and action.” At a later point, 


1Problems of Contract Termination,’’ Subcommittee of 
the Committee on Military Affairs, U. S. Senate, 78th Con- 
gress, Ist Session, October 14-November 10, 1943, p. 149. 
Mr. Paul was apparently referring to analyses of deposit 
ownership by the Federal Reserve rather than to any data 
on the balance sheets of corporations. 


TABLE 1: COMBINED BALANCE SHEET OF MANUFACTURERS OF METAL PRODUCTS 


Dollar Figures in Thousands 


125 Companies 
Net Worth 


25 Companies 


25 Companies 
Net Worth 


Net Worth 


25 Companies 


Net Worth 
$250,000-$500,000 


25 Companies 
Net Worth 
$750,000-$1,000,000 


25 Companies 
Net Worth 


Up to $1,000,000 Less than $100,000 $100,000-$250,000 $500,000-$750,000 
Item 
Combined % % Combined NG Combined % Combined % Combined % 
or a eee $26,813 .8 12.9 20.7 || $3,321.4 18.9 || $3,666.9 14.2 || $7,307.1 13.7 10.7 
Seer ae «Lea ee 51,219.4 | 24.7 19.4] 4747.0| 27.0] 6,141.7| 23.8] 17,217.9| 32.2 Q11 
Inventory......0..0...-.| °97,429.5 | 37-4 42.1|| 4,846.4] 27.6] 7,780.9 | 30.2] 16,821.3] 31.5 43.6 
Seturintes Manes, a4. 28 15,164.5 | 7.3 0.3! 1079.7} 6.1] 2124.0] 8.2] 2074.7] 3.9 9.6 
Other Current Assets..... 3,023.7 1.5 a 99.2 0.6 278.0 ileal 29.4 1 2.5 
Current Assets.... ..| 173,650.8 | 83.8 82.5 || 14,093.9 | 80.2 |) 19,991.6] 77.5 || 43,450.4 | 81.2 87.4 
HixedwAssetsin, Ateia-tosc0- 25,495 .3 iors 9.8 2,839.7 1652 4,397 .6 17.0 7,904.9 14.8 9.4 
Prepaid and Deferred. .... 1,766.6 9 Atl 119.1 0.7 269.5 1.0 518.4 7 
Post-War Tax Refund..... 4,070.5 2.0 2.4 264.8 1.5 622.6 2.4 1,026.1 9 1.9 
Other Assets............. 2,195.9 1 3.7 247.3 1.4 511.3 2.0 585.8 iil ‘6 
Total Assets......... 207,179.0 | 100.0 : 100.0 |] 17,564.7 | 100.0 || 25,792.6 | 100.0 | 53,485.5 | 100.0 100.0 
Bank Loans.....+........| 22;823.1 11.0 6 19.9 1,649.4 9.4 5,023 .4 19.5 ee aes oe 
Notes and Loans Payable..| 3,255.4 1.6 4 4.3 158.9 9 326.2 1.3 ae ve ae ne 
Accounts Payable......... 21,174.0 | 10.2 sey || Besa) 2,032.9 | 11.6 2,365.0 ie pee pty ee 
Advances on Contracts... .| 35,248.5 | 17.0 3 1.7 1,192.0 6.8 0 a08 peel ate oe 
Accrued Expenses......... 9,318.1 4.5 A Ue 579.9 = 742.3 ge eae i Me 
Renegotiation Refund..... 4,724.9 2.3 9 1.2 974.1 5.5 674.0 : eee Bae le 
Federal Income Taxes..... 48,671.5 | 23.5 9b] 28.0 4,991.6 | 28.4 5,896.5 ef ic pita ae i 
Other Current Debt...... : 2,992.4 1.4 5 0.5 284.8 1.6 429 4 F : fe it 
Current Liabilities. .| 148,207.9 | 71.5 4| 76.8 || 11,863.5 | 67.5] 15,456.8 | 59.9 35,951 .6 ‘ é 
Funded Debt............. 2,999 .4 1.4 2 0.8 736.8 4.2 541.3 2.1 ne ae we 
Reserve for Contingencies.| 2,993.7 1.4 a7, 3.7 328.7 1.9 310:3 ne Se fie Le 
{tal StOckeeiwe cence 19,458 .6 9.4 .9 ae 2,055.7 11.7 4,374.4 : 5 : : ’ 
sae Fie: ae 33,519.5 | 16.2 3} 11.5] 2,580.0] 14.7] 5,109.9] 19.8 ]] 10,167.8 | 19.0 14.4 
"Trotal Liabilities. |207.179.0 | 100.0] 7,422.4 | 100.0 || 17,564.7 | 100.0 | 25,792.6 | 100.0 || 53,485.5 | 100.0 | 102,913.9 | 100.0 
Working Capital.......| 25,442.9 418.4 2,230.3 4,534.8 7,498.8 10,760 .6 ; 
pW OTIS pe DEERE sas eels 


aLess than .05%. . 
bFederal taxes represent 498% of working capital. 
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Prof. Ketchum concludes “that small busi- 
ness units have weaker working capital po- 
sitions than large firms and this 
condition is becoming more pronounced.” 
His conclusions, however, are exclusively 
based upon prewar data.’ 


Colmer Committee Findings 


Another widely circulated conclusion 
regarding the liquidity of small business 
was given voice in a recent report by the 
Colmer committee. This report declared 
that “the increase of liquidity has been 
shared by both small and large companies. 
In fact there is some evidence that in 
many industrial lines, the liquid position 
of smaller manufacturers in war indus- 
tries has improved relatively more than 
that of large companies.” The conclusions 
as to small business were based upon the 
percentage increases in liquid assets from 
December, 1940, to December, 1943, for a 
group of 234 manufacturing companies, 
including those with assets less than $10 
million, of which 102 were under $1 mil- 
lion? 

1Marshall B. Ketchum, “The Financial Problem of Small 
ee of Business, April, 1944, Citations from 


2“Fconomic Problems of the Reconversion Period,” 4th 
Report of the House Special Committee on Postwar Eco- 
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NEW FINANCIAL DATA 


As a contribution toward a more in- 
formed evaluation of the current financial 
position of small manufacturing enter- 
prises, the National Industrial Conference 
Board presents below detailed balance- 
sheet data for a small sample of 125 man- 
ufacturing corporations engaged in metal 
fabrication.’ 

These figures were obtained from 
financial statements submitted for credit 
purposes and the companies included were 
selected upon an impartial basis by groups 
ranging from $100,000 or less to a max- 
imum of $1 million in net worth. Twenty- 
five statements were drawn for each of the 
five net-worth classes within this range. 


nomic Policy and Planning, House of Representatives, 
78th Congress, 2nd Session, Tease Report No. 1855, p. 48. 
The underlying financial data are only briefly summarized; 
balance sheet items are not presented. 

3In the June, 1944, issue of The Business Record, Tur 
Conrerence Boarp published a rather detuiled analysis 
of the working EapitAl neue of 602 manufacturing cor- 
porations, In this study, based on SEC compilations, 200 
manufacturing corporations with assets under $5 million 
were shown separately. At one point in its analysis, the 
SEC undertook to estimate the working capital position of 
all corporations. On the basis of these over-all figures, the 
commission concluded that American industry was pre- 
pared to reconvert and, in addition, undertake considerable 
expansion without recourse to outside sources of funds. 
The Board at that time raised the question as to whether 
“aggregates of such disparate elements as are included in 
the commission’s over-all figures afford a sound basis for 
generalizations of any sort.” 


Table 2: Combined Balance Sheets of Four Groups of Small 
Manufacturing Corporations 
Dollar Figures in Thousands 


25 Paint and Var- 
nish Manufacturin 


25 Food Products |25 Women’s Dresses 
Manufacturing Manufacturing 


25 Furniture 
Manufacturing 


Item Corporations Corporations Corporations Corporations 
Value % Value % Value N Value % 
Cashier terete sto: Bese 375.8 | 15.1 20.8 309.8 | 13.1 366.9 | 13.7 
U.S. government securities...| 60.1] 2.4 4.0]) 105.6] 4.5 64.0 | 2.4 
Accounts and notes receivable.| 579.6 | 23.3 19.4 || 445.8 | 18.9 |/1,021.4 | 38.3 
Inventory......... Ae ie oa 716.8 | 28.8 29.4 657.9 | 27.8 |/1,041.5 | 39.0 
Marketable securities......... 59.2 D Aol Pomese sont ll aed oe Tedeoel|: greene. ant: 
Total current assets........|1,791.5 | 72.0 73.6 ||1,519.0 | 64.3 |[2,493.7 | 93.4. 
Fixed ‘assets! eerie tet ce 501.5 | 20.2 20.2 662.7 | 28.0 78.4 2.9 
Jnvestments:o ccs nies e Sites oe 20.1 0.8 0.2 u3 OS eee ba 
Cash value life insurance. ... . 49.6} 2.0 ‘0.8 11.9 | 0.5 10.4 0.4 
Miscellaneous receivables..... 34.6 1.4 0.7 30.1 1.3 65.5 2.5 
Prepaid and deferred.........| 26.0] 1.0 0.9 86.5] 1.5 13.9] 0.5 
Postwar tax refund........... 3.0] 0.1 0.4 9.0} 0.4 
Other: assets: srys.c'ties Saves evel CORSE oe 23.9 1.0 SN igs. Ss 
Intangible assets............. 59.3 | 2.4 3.38 63.1 2.7 vet 0.3 
"DOtalsASSEUS; 72. hatie a seine 2,487.4 1100.0 100.0 || 2,363.4 |100.0 |/2,669.1 |100.0 
Dueibankseeerg cas <4: eaartactne 50.1 2.0 0.3 145.2 
Due officers, stockholders, and ay <i 
employeesicw seams os 6653 |) 227 1.3 Rc ea PO ote 62.7 | 2.3 
Loans and accounts payable..| 459.4 | 18.5 7.8 || 255.8 | 10.8] 907.6 | 34.0 
Accmials'?. pr arr chon ont et 50.6 2.0 5.2 a eye 83.0 ajaal 
Reserve for TAXES any torent 106.0 | 4.3 2.2 Q14.7b} 9.1 230.3 8.6 
Other current liabilities....... 29.8 | 1.2 2.1 82.4] 3.5 55.1] .2.1 
Total current liabilities.....| 762.2 | 30.6 18.8 || 698.1 | 29.5 |/1,452.6 | 54.4 
Preferred stock.............. 55.0] 2.2 9.4} 180.6] 5.5 
Common Ee See 1,029.2 | 41.4 39.0 || 752.7 | 31.gf| 609.8 | 22.8 
arphigs.tce epmaeins ayaa 511.5 | 20.6 27.6 || 601.0 | 25.4 
Long-term liabilities..........] 129.5 | 5.2 ge H | ARTE Ip rca sete he 
Total liabilities............ 2,487.4 1100.0 |/ 2,238 100.0 || 2,363.4 {100.0 |12,669.1 |100.0 
Net working capital..........} 1,029.4 ree, 2 820.9 1,041.1 
Currentsratioienr entree 2.35 OO ree aah ; i yal 
Tangible net worth........... 1,536.4 1,628.1 1,421.1 1,209.4 


alncluded in reserve for taxes, 


bIneludes accruals. 
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As a Bank Sees It 


The evidence of these studies supports 
the opinion that American manufacturers 
as a whole are financially prepared to re- 
convert to peacetime production, assuming 
prompt settlement of claims against the 
government or satisfactory interim finan- 
cing arrangements. Asa whole, also, subject 
to such uncertainties as the postwar price 
level, which will influence working capital 
requirements, they seemingly will be able 
to undertake considerable expansion with- 
out resort to outside sources of funds. 

To these conclusions certain qualifications 
need to be made. One concerns the signifi- 
cance of the use of aggregates, or figures which 
apply to business “‘as a whole.’ Aggregates 
tend to imply a pooling of resources which 
does not actually take place. They do not re- 
veal the wide differences that exist not only 
between different industrial groups and dif- 
ferent size groups but also between individ- 
ual companies of comparable size in the same 
industry. It is uncertain to what extent the 
statements of the larger corporations which 
are publicly available are typical of the great 
numbers of medium size and small corpora- 
tions, partnerships, and individual enter- 
prises. Under all conditions, regardless of 
what overall figures show, there will be com- 
panies seeking capital; and if prices rise as 
some fear, many companies who now think 
they are in a strong position will find they 


are underestimating their needs. 
Monthly Bank Letter of The National City Bank 
of New York, July. 


Further details about this sample are pre- 
sented in a section of technical notes at 
the end of this study. 

For a comparison with four industrial 
groups not so directly connected with war 
production, twenty-five corporations each 
were selected from paints and varnish, 
furniture, food and women’s dress manu- 
facturers. Each of these corporations had 
a net worth between $10,000 and $100,000. 

The working capital position at the 
end of 1943 of a metal-working group, en- 
gaged heavily in war work, is shown in 
Table 3. The range in the ratio of cur- 
rent assets to current liabilities was from a 
low of 1.07 for those companies with net 
worth of less than $100,000 to a high of 
1.29 for those companies with a net worth 
from $250,000 to $500,000. Cash and se- 
curities, the most immediate means of 
meeting current liabilities, amounted to 
only .28 of current liabilities for all groups 
combined. The range in this respect, was 
small: a low of .26 for the two largest- 
size groups to a high of .37 for the two 
next smaller-size groups. 

Before the war these 125 companies 
were engaged in manufacturing radio parts, 
washing machines, aircraft parts, auto 
bodies, stoves and furnaces, small tools, 
etc. When peace comes, some of these 
companies will face a serious job of recon- 
version, of switching to the fabrication of 
their normal peacetime products, of rees- 
tablishing' distributive channels and of re- 
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The Federal Reserve Says 


These accumulated liquid resources will 
be of help to business in meeting the prob- 
lems of conversion from war to peace ac- 
tivities. It should not be concluded, how- 
ever, that they are adequate to meet all 
needs in the postwar period, either in the 
aggregate, or in particular industries or 

s. A considerable portion of them may 
be required to reduce current liabilities, 
such as accrued taxes and accounts pay- 
able, which have likewise grown. In ter- 
minating government war contracts, pro- 
cedures followed with respect to payment of 
amounts due and to disposition of govern- 
ment-owned inventories and equipment will 
have an important bearing on the financial 
needs of business in the transition period. 
The subsequent capital and credit needs of 
business will depend to a large extent on the 
volume and nature of the demand for its 
products. If production and sales are in 
sufficient volume to maintain reasonably 
full employment, demand for peacetime 
products will be much above prewar levels. 
In this event many businesses are likely to 
find their resources inadequate and will 
need outside financing to expand their 
facilities. 

“Business Finance in the War,” Federal Reserve 

Bulletin, July. 


building markets lost as a result of the 
war. 

Analysis of their present position sug- 
gests that few will be financially prepared 
to make the transition to peacetime pro- 
duction. The drain on their cash re- 
sources, it seems, will place many of them 
in a precarious financial position. While 
any such static analysis as an examination 
of the current assets and liabilities cannot 
lead to unqualified conclusions, some facts 
do stand out and deserve mention. 


DANGEROUS CURRENT RATIOS 

The ratio of current assets to current 
liabilities is dangerously low for all size 
classes. For the group as a whole, current 
assets are only 1.17 times the current lia- 
bilities. For the smallest-size class—cor- 
porations with net worth of less than 
$100,000—the current assets are only 1.07 
times’ the current liabilities. In other 
words the current liabilities are just about 
equal to the current assets. While such a 
situation need not spell disaster, it does 
require a fine balancing of cash income 
and cash outgo. A slight miscalculation 
in estimating the magnitude or in the tim- 
ing of cash receipts could very easily 
involve these companies in difficulty. 

In the period of transition a situation 
might arise in which these companies 
would be drained of their cash, With 
their war contracts canceled, their princi- 
pal source of cash—other than their cur- 


1{n this connection, chart 10, page 98 in “Financing Small 
Corporations,” by Charles L. Merwin, National Bureau of 
Economic Research, should prove helpful. The ratio of cur- 
rent assets to current liabilities for 31 discontinuing machine 
tool corporations declined from about 1.5 in the sixth year 

receding discontinuance to slightly above 1.0 in the year 
immediately preceding discontinuance. 


rent assets—will be taken away from 
them. In returning to normal operations, 
the outflow of cash in the critical interval 
will most likely exceed the inflow. Raw 
material inventories will in many instances 
have to be built up, wages paid, quarterly 
payments of the huge income-tax accru- 
als made, and expenses incurred in re- 
establishing distributive channels and re- 
building markets. During this period 
cash payments from sales to civilian mar- 
kets may be comparatively small. This 
situation may very well prove disastrous 
to corporations with a poor current ratio. 

Recourse by these corporations to sup- 
plemental cash inflows, such as from the 
cearry-back of unused excess-profits tax 
credit or carry-back of operating losses, 
will probably not be possible. Refunds 
of previously paid taxes cannot be deter- 
mined until a tax return is filed at the 
end of the fiscal year and cannot be made 
until the returns are audited. The element 
of time will make the refund inaccessible 
as a source of working capital in the 
period of transition. 

Resort to the sale of stock or bonds 
would be of limited help. Since these 
manufacturers of metal products are 


mostly small corporations, their access to 
capital markets would not be great. 

To the extent that these corporations 
have received bonds from the government, 
the postwar refund of excess-profits taxes 
will provide a source of working capital, 
since the bonds become negotiable at the 
end of the war. If these corporations pos- 
sess emergency facilities, the shortening of 
the amortization period (if the war were 
to end before the 60-month period is up) 
would supply working capital in tax and 


renegotiation rebates — providing they 
were promptly made in the transition 
period. 


Since it is unlikely that these corpora- 
tions will be able to finance the transition 
by cash inflows, they must resort to the 
use of their working capital. For the 125 
corporations working capital was suffi- 
cient to cover 17.2% of current liabilities. 
In the smallest-size group, working capital 
was only 7.3% of current liabilities, the 
poorest ratio for all size classes. 


INVENTORY POSITION 


Companies with inventories which can- 
not be used in the production of peacetime 
products will have to convert their inven- 


Table 3: Working Capital Ratio for 125 Manufacturers of 
Metal Products in 1943 


Net Worth|Net Worth|Net Worth|Net Worth|Net Worth|Net Worth 


Item Up to 


$1,000,000 | $100,000 


Less Than |$100,000 to|$250,000 to|$500,000 to $750,000 to 
$250,000 | $500,000 | $750,000 | $1,000,000 


| OOO | | | 


Number of corporations Foes ce eaeotac es 125 
Ratios 
Current assets to current liabilities....| 1.17 
Current assets to current liabilities!....] 1.26 
Cash and securities to federal income 
RAKES Sotrereatares Mercer nr anette on . 86 
Cash and securities to current liabilities 28 
Percentages 
Working capital of inventory......... 82.9 
Working capital of current liabilities. ..] 17.2 
Federal taxes of current liabilities... . . 32.8 
Cash, receivables and securities of 
current Nabilitiess.ceeeee ase eee 63.0 


25 25 25 25 
1.07 1.14 
1.12 1.19 

75 -93 

QT 26 
13.4 24.0 

7.3 13.6 
36.5 28.4 
52.4 53.6 


1Federal income taxes deducted from both current assets and current liabilities. 


Table 4: Working Capital Ratios for Small Corporations in Selected 
Manufacturing Industries in 1943 


Tangible Net Worth: $10,000-$100,000 


25 Food |25 Women’s 


25 Paint and!g5 Furniture 


h = Products Dresses 
Item Nacntatede! Nene Manafacturs Manufactur- 
ing Cor- porations ing Cor- ing Cor- 
porations porations porations 
Ratios ihe 
Current assets to current liabilities................. 2.35 3.90 . 18 ie ib 
Current assets to current liabilities!................. 2.57 4.28 2.704 J 
Cash and government securities to reserve for taxes. . 4.11 11.45 1.936 1.87 
Cash and government securities to current liabilities. . 57 1.31 .60 .30 
Percentages 
i i i TO Oh Ser aeRO hall. ale tata) 186.0 124.8 100.0 
Working capital of inventory....... ee eae Hake ve 


Working capital of current liabilities........... 


1 deducted from both current assets and current liabilities. ae 
Meee ie taxes are deducted from both current assets and current liabilities. 


bReserves for taxes include accruals, 
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Table 5: Working Capital Ratios for 1941, 1943, for Selected Borrowers 
under Regulation V 


Source: 29th Annual Report of the 


Federal Reserve Bank of Philadelphia 


12 Firms, Assets 
Under $500,000 


Item 


16 Firms, Assets 


29 Firms, Assets 
Over $5,000,000 


%500,000-$5,000,000 


1943 


Ratio 
Current assets to current liabilities. .'. . 
Cash and government securities to cur- 
ment liabilities. ae a acres setndinens + 
Percentages 
Working capital of inventory......... 
Working capital of current liabilities . . 


1.69 
34 


69.0 


tories into cash either by reimbursement 
from the government or through T-loans. 

For all size groups combined, working 
capital was 32.9% of inventory. Again, 
the smallest corporations, measured by 
net worth, were in the poorest position. A 
decline of only 13.4%, or a freezing of that 
amount of their inventory would for prac- 
tical purposes, eliminate their working 
capital entirely. The corporations in the 
strongest position in this respect were 
those in the $250,000 to $500,000 class. 
Their inventories would have to drop or 
be frozen by 58.3% before their working 
capital would be wiped out. 


*“NONWAR’”’? INDUSTRIES 


Table 4 shows the working caprtal po- 
sition at the end of 1943 of four groups 


1941 1943 1941 1943 1941 
1.37 1.38 1.78 1.40 1.60 
28 14 48 30 

‘ 69.4 77.7 73.7 76.8 
37.0 38.3 77.6 40.4 60.3 


of small manufacturers in the “nonwar” 
field in which the reconversion prob- 
lem will be almost nonexistent. For 
every one of these groups the current ratio 
was well above that for the manufacturers 
of metal products. The poorest current 
ratio for this group was 1.72 for women’s 
dress manufacturers, as contrasted with 
1.29, the highest ratio for any size 
group in the metal-working group. Furni- 
ture manufacturers had the most favorable 
current ratio of 3.90. 

The ratio of cash and government se- 
curities to current liabilities for these four 
groups was in favorable contrast with that 
of the metal-working group. For every 
one of these groups, except women’s dress 
manufacturers, 50% or more of the cur- 
rent liabilities could be met by the use 


Table 6: Selected Financial Ratios for Large Manufacturing and 
Mining Corporations in 1943 


Source: Tuer ConrerENcE Boarp 
Ratios Percentages 

Industrial Groups Cc Current Cash and . Working 

on Sales to Sales to Assets to |Government| Working Capital of 

panies | Inventory! | Working Current [Securities to} Capital of | “Current 

Capital" | Liabilities | |Current | Inventory | Liabilities 

Liabilities 

Manufacturing...........| 455 6.48 4.78 2.14 0.77 135.4 109.2 
Durable goods..........} 250 7.28 5.72 1.87 0.69 127.2 82.2 
Aircraft coer cree 15} 11.70 23.40 1.20 0.35 50.0 18.6 
Automobiles.......... 15 8.50 6.24 1.78 0.57 136.2 70.5 
Automobile parts...... 28 tothe 7.05 og) 0.62 110.3 54.7 
Building materials. ... . 25 6.17 2.83 3.49 1.54 217.6 236.8 
Electrical equipment. .. 20 5.06 5.45 1.87 0.70 92.7 82.3 
Machinery a. 34 +0 <0 42 4.85 3.32 2.29 0.91 146.1 125.0 
Railroad equipment... 17 9.00 6.46 1.61 0.70 139.4 59.7 
Steel and iron Sreenra: 36 7.58 4.97 2.38 0.97 152.6 133.9 
Miscellaneous......... 52 5.95 4,25 2.14 0.76 139.9 107.3 
Nondurable goods....... 205 5.29 3.59 2.95 1.00 147.7 187.8 
Chemicals and drugs. . . 32 6.14 3.15 2.71 1.36 194.8 158.3 
Hood), .c..sae wernt: 37 8.25 5.16 2.88 ena | 159.7 178.6 
Papermate etc eee 28 6.81 3.99 3.75 1.45 170.7 260.0 
Petroleum.) 30 6.00 3.34 2.49 0.89 179.6 147.9 
Rubber 8 6.63 5.06 2.94 0.48 130.9 184.6 
‘Textiles ees tice 31 4.79 3.37 2.90 1.11 142.3 185.5 
Tobacco SPANO ORD ie 13 2.09 2.24 4.14 0.36 93.4 307.1 
Miscellaneous. ... . 26 5.28 3.01 3.94 1.63 175.4 288.8 
Mining 35 4.64 2.62 2.61 1,14 177.3 147.6 
Coal. 11 15.10 4.51 2.80 1.48 335.0 167.5 
Metalannieii es. 28 Q4 4.16 2.45 2.60 1.11 169.8 146.0 
Total industrials. ..... 490 6.37 4.61 2.17 0.79 138.0 111.4 


‘Inventory and working capital were taken as the average of value at beginning and end of year. 
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What Is Small Business? 


Sales, number of employees, and assets 
are three common bases for determining 
“small” business. Manufacturing establish- 
ments with an annual value of product less 
than $250,000 are considered small, with 
$250,000 — $5,000,000 intermediate, and 
those with $5 million or more are termed 
large. Almost one-third of 184,000 estab- 
lishments reporting valued their production 
in 1939 at from $5,000 to $20,000. Estab- 
lishments with annual value of product less 
than $250,000 numbered almost 153,000; of 
less than $200,000, nearly 169,000. 

Enterprises employing less than 20 work- 
ers are considered small, 20-800 workers in- 
termediate, and the remainder are called 
large. Just short of three-fourths of all 
manufacturing establishments in 1939 were 
included in the small classification. (More 
recently the Bureau of Labor Statistics has 
classified as small all manufacturing plants 
with 100 employees or fewer.) 

Corporations with less than $250,000 of 
total assets are termed small, with $250,000- 
$5,000,000 intermediate, and the remainder 
are considered large. In 1940 about 88% of 
manufacturing corporations submitting bal- 
ance sheets reported total assets of less 
than $250,000. 

Nearly three million small nonagricul- 
tural enterprises were manned in 1939 by 
more than 18.5 million proprietors and 
employees.—(Source: “The Economic Al- 
manac for 1944-45,” pp. 150-152.) 


A definition recently developed by the 
BLS allows for varying size characteristics 
of the major industries. Thus, a small man- 
ufacturer is one with less than the average 
number of wage earners for the industry. 
On this basis, the bureau found that in 1939 
there were about 150,000 small manufactur- 
ing establishments employing 1.3 million 
wage earners. The remaining 33,400 large 
companies employed 6.6 million wage earn- 
ers. (See Problems of American Small Busi- 
ness, No. 12, Hearings before the Special 
Committee to Study and Survey Prob- 
lems of Small Business Enterprises, 
United States Senate, 77th Congress, 2nd 
Session, pages 1741-1746.) 


of only cash and government securities. 
For the furniture manufacturers, all cur- 
rent liabilities could be retired by the use 
of cash and government securities. 

In contrast with this situation, the 
metal-working group as a whole could 
meet only 28% of their current liabilities 
through the use of cash and government 
securities. Even for the two groups best 
situated in this respect, the class from 
$100,000 to $250,000 and from $250,000 
to $500,000, only 37% of current liabilities 
was covered by cash and securities. 

The ratio of working capital to inven- 
tory for the four “nonwar” industries was 
also relatively favorable. For every one of 
these industries, current liabilities could be 
retired even if inventory were to depreci- 
ate to zero or were to become completely 
frozen. For the furniture manufacturers, 
the group in -the best position, working 
capital was 186% of inventory. Even for 
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the women’s dress manufacturers, the 
poorest group, working capital was 100% 
of inventory. 

In contrast, working capital for all 
metal-working corporations combined was 
only 32.9% of inventory. Even for the 
best-situated size group, those companies 
with net worth between $250,000 and 
$500,000, working capital was only 58.3% 
of inventory. 


COMPARISON WITH OTHER SAMPLES 


Table 5 shows the working capital posi- 
tion for 1941 and 1943 for selected bor- 
rowers under Regulation V. The 57 com- 


Table 7: Current Ratios of Manufac- 
turing Corporations, 1938-19401 


Source: ‘Statistics of Income” 
Gt | Current | Ratio of 
Asset Classes Assets | Liabilities | Current 
(Thousands of Dollars) Assets to 
Current 
(Millions of Dollars) | Liabilities 
1938 
O=50h. Pere) oe 436 293 1.49 
SOSLOO Beye. 476 230 2.07 
100-250 1,122 458 2.45 
250-D00 Nr. oe a. 1,236 407 3.03 
500-1,000........ 1,553 449 3.46 
1,000—5,000 4,683 1,067 4.39 
5,000-10,000...... 2,202 361 6.10 
10,000—50,000..... 5,997 843 7.12 
50,000—100,000. ... 2,221 313 7.10 
100,000 and over. .! 10,474 2,035 5.15 
otalsrs i). 8. 30,401 6,456 | 4.71 
1939 
(Ue vontiire Seiehc ce 432 299 1.44 
WSU) Sa5 Seen 494 Q4Q 2.04 
100-250 1,165 473 2.46 
250-500 1,300 433 3.00 
500=1,0007 55... 1,624 481 3.38 
1,000-5,000....... 4,998 1,175 4.25 
5,000-10,000...... Cestoit 388 6.03 
10,000-50,000..... 6,428 927 6.93 
50,000-100,000....] 2,414 411 | 5.88 
100,000 and over. .|_ 11,305 2,168 5.22 
Ota eee. 5... ert: 32,497 6,996 4.65 
1940 
C250 FR ees ee 430 287 1.50 
UTC 5 584 IOSe 496 245 2.03 
100-250 1,215 475 2.56 
250-500.......... 1,386 445 3.11 
500-1,000........ 1,756 520 3.38 
1,000-5,000....... 5,281 1,218 4.34 
5,000-10,000..... s 2,686 503 5.34 
10,000-50,000..... 6,895 1,073 6.42 
50,000-100,000.... 3,205 437 7.34 
100,000 and over. .| 12,489 2,109 5.92 
otal sy. 22. sneer 35,839 (hapa 4.90 


1Corporations submitting balance sheets. 


Note: The dollar amounts and the ratios in the above 
table are designed to reflect the position of small corpora- 
tions relative to large corporations. They are not truly 
indicative of the current position of all manufacturing cor- 
porations. All of “other investments” included in current 
assets are certainly not current assets. ‘Current Jiabili- 
ties” excludes bond, notes, and mortgages payable within 
one year if the original maturity was more than one year— 
items properly included in current liabilities. “Other 
liabilities,” part of which is current, is also excluded. Data 
from which all current liabilities and all current assets could 
be segregated are not shown by asset size of corporations 
in “Statistics of Income.” 

Hence the magnitudes of the ratios are not comparable 
with other samples where the current assets and liabilities 
are more accurately represented. A reasonable compari- 
son can be made, however, between the ratios of different 
size classes on the assumption that the correction of cur- 
rent assets and liabilities would not materially change the 
pattern of the ratios exhibited. «~ 


Table 8: Working Capital of All 
Manufacturing Corporations 


Source: July, 1944, Monthly Bank Letter of The National 
City Bank of New York 


In Millions of Dollars 


End of Current | Current Working | Current 

Year Assets Liabilities | Capital Ratio 
1926... .| $26,201 $14,114 | $12,087 1.86 
1927....| 26,392 12,727 13,665 2.07 
Meas 5 al) aaa 11,596 15,995 2.38 
1929....] 28,006 12,138 | 15,868 2.31 
1930....] 25,646 11,243 14,403 2.28 
1931....] 22,028 10,581 11,447 2.08 
1932....} 19,068 9,821 9,247 1.94 
1933... .] 19,916 9,390 | 10,526 2.12 
1934....| 20,411 10,347 | 10,064 1.97 
1935....}| 20,829 10,684 | 10,145 1.95 
1936... .] 22,234 11,539 | 10,695 1.93 
1937....| 22.886 9,580 | 13,306 2.39 
1938....] 22,089 8,257 | 13,832 2.68 
1939....| 24,147 9,045 15,102 2.67 
1940....| 27,606 | 10,967 16,639 2.52 
1941p. ..| 35,720 | 15,972 19,748 2.24 
1942e...| 45,000 | 23,000 22,000 1.96 
1943e...| 51,000 27,000 | 24,000 1.89 


Note: The data were compiled from Treasury Depart- 
ment “Statistics of Income.” There were slight changes in 
the captions of certain of the current asset aad current liabil- 
ity items in 1926, 1928, 1937 and 1940, with the result that 
the figures are not strictly comparable throughout the 
2oep pPreliminary. eRough estimate, based on pub- 
ished balance sheets of large manufacturing corporations. 


panies are divided into asset-size groups, 
but no information is available as to their 
industrial character. For the most part 
the ratios reveal a situation intermediate 
between that of the metal-working group 
and the four “nonwar” groups. There is, 
however, a general improvement in the 
ratios for the smallest-size class and a 


Table 9: Net Uses and Sources of 
Funds for 259 Large Manufacturing 
and Mining Companies 
Source: Federal Reserve Bulletin, July, 1944, p. 636 
In Billions of Dollars 


Amounts 
emoants Outstanding 
om Hectived 
1941-1943] Dec. Dec. 
1940 | 1943 
Uses of funds to increase 
assets 
Net property......... 4.49 |12.50 | 13.13 
Cash and special de- 
posits eer eee. ele 1.53 | 3.32 | 4.85 
Marketable securities..} 3.81 | 0.71 4.52 
Receivables........... 3.08 | 2.29 | 5.37 
Inventories........... 2.25 | 4.68 | 6.93 
Net uses of funds..... 15.16 
Sources of funds from in- 
creasing liabilities 
Banks loansiec. ena es: 0.50 | 0.40} 0.90 
Government advances.| 0.85 | 0.51 1.36 
Income tax liabilities..| 3.09 | 0.64] 3.73 
Other current liabilities} 3.19 | 2.09 5.28 
Securities outstanding.} -0.07 |16.50 | 16.43 


Sources of funds from 
current operations 

Revenue earmarked for: 
Depreciation and de- 


pletion: enema A. o6G6 
Other reserves....... 1.40 
Profits retained....... 2.35 


Net sources of funds.| 15.18 


general deterioration in the ratios for the 
larger-size groups. 

On the whole the current position of 
large corporations as shown by the sample 
in Table 6 is decidedly superior to that of 
the 125 metal-working corporations, but 
not noticeably superior to the four “non- 
war’ groups. In only one case (the air- 
craft group, with a ratio of 1.20) does the 
ratio of current assets to current liabilities 
approach the level of the smaller metal- 
working corporations. In all other cases, 
the current ratio is considerably higher, 
ranging from 1.57 for automobile parts 
to 4.14 for tobacco. 


LARGE AND SMALL CORPORATIONS 


In considering the ratio of cash and 
securities to current liabilities, it is again 
the aircraft companies which have a low 
ratio of .35, which is only slightly above 
the level of that for the smaller metal- 
working group combined. Tobacco com: 
panies also show a low ratio of 36. But 
the ratio was, on the whole, higher for 
the larger corporations than for the small- 
er corporations. 

About the same situation exists as to the 
ratio of working capital to inventory. The 
large corporations are in a better position 
than the group of small metal-working 
corporations but on about the same level 
with the four “nonwar” groups. The low- 
est ratio for the large corporations was 
one of 50%, in aircraft, a figure, how- 
ever, considerably above the 32.9% for 
the metal-working group combined. The 


1This sample is undoubtedly biased upward because of 
selection exercised by banks in extending such loans. 


Table 10: Major Sources and Uses of 
Funds for about 890 Manufacturing 
Companies 
Source: Dirks, Frederick C., “The Rising Liquidity of 
Manufacturing Companies and Its Implications for Financ- 


ing Postwar Conversion,” Journal of the American Statistical 
Association, June, 1944, p. 211 


End of Year—In Billions of Dollars 


1935-— | 1939- 
a 1939 | 1942 
Increase in cash and temporary 
investments ers bree 0.8] 4.3 
Sources 
Increase in 
Government advances........ Oke) ee 
Accrued income tax liability..]| 0.2 | 3.8 


Trade accounts and other cur- 
rent liabilities (excluding bank 
loans) pave eho 0.5 
Security issues and bank loans.| 1.0 
Depreciation and other reserves.| 4.3 
0 
1 


Undistributed profits.......... Q. 
Totals y, ae itl ann ocota 8 1 
Uses 
Increase in receivables.........] 0.6 3.4 
Increase in inventories......... 1.2 3.8 
Capital expenditures.......... 525) |) 5.8 
Totaled ecm asicaciok Sewers 7.3 | 12.4 
Total sources less total uses.....{ 0.8 4.3 
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Table 11: Hypothetical Requirements 

for Funds and Their Sources in Adjust- 

ing Current Position of 890 Manufac- 

turing Companies to Civilian Basis 
in 1945 


Source: Frederick C. Dirks, Journal of The American 
Statistical Association, June, 1944 
In Billions of Dollars 
Requirements 
Retire 1944 current liabilities except 
banksloans se ay ete eae ae 3 5 


level) apie fede. tices aie. 8 13.2 
Oth epeemr erates Hashes Ata: 26.2 
Sources 
New current liabilities (1941 level) except 
bank loans and Government advances.| 6.1 


Draw down cash and marketable securi- 
tiesito 194 bilevel A. Sean ee. | FL 
Liquidate 1944 inventory and receivables} 17.8 


A NELEIL As Wiha peso eee ae Caine eee 31.6 
Subtotal, excluding inventory and re- 

celvablestranmetrimie nt tcccicks on one 13.8 
Subtotal, including 75% of inventory 

andi receivablesinn acai. alone ets ie 27.2 


1ZIncluding postwar refund of excess-profits tax. 


ratios for the other manufacturing groups 
are well above 50%, starting with 92.7% 
for electrical equipment, and going to a 
high of 217.6% for building materials. 

Table 7 provides a basis for compari- 
son of the current ratio of small and large 
corporations. No direct comparison of 
these ratios with the ratios previously 
presented is possible. The Treasury De- 
partment’s figures do not include accrued 
expenses and other miscellaneous liabili- 
ties. Current assets also differ in compo- 
sition." Assuming that these shortcomings 
leave the relationship between large and 
small corporations essentially unaltered, 
some broad generalizations can be made. 

For each of the three years (1938- 
1940), the ratio of current assets to cur- 
rent liabilities increases with size up to the 
second or third largest-size class and then 
drops off in the largest-size class. On the 
whole, the current ratio for the prewar 
years is well above the ratio at the end of 
1943 for the sample of large corporations 
in Table 6. The omission of accrued ex- 
penses and miscellaneous liabilities could 
hardly account for all the differences in 
magnitude in the two sets of ratios. 

A number of related estimates have 
been made covering all manufacturing 
corporations, all corporations and even 
the entire business economy. ‘Their ex- 
amination will aid in interpreting the more 
limited figures. 

Table 8 shows an estimate of the 
working capital position of all manufac- 
turing corporations in the United States 
at year ends from 1926 to 1943, inclusive. 


1Current assets includes “investments” which is com- 
of government obligations and “other investments.” 
t was not possible to separate ‘“‘other investments” 
trent and noncurrent items, all of “investments” 
luded as a current asset. 
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Encouragement from Washington 


The large amounts of cash and govern- 
ment bonds accumulated by business dur- 
ing the war, together with the funds which 
will become available through liquidation 
of war contracts and from operations during 
the transition, are sufficient, when taken in 
the aggregate, to meet all of the charges 
which are in any way related to the transi- 
tion from war production to the prewar 
level of peacetime output and leave a sub- 
stantial balance for expansion above the 
prewar level. 

This is encouraging because it is impor- 
tant that lack of business funds not be an 
impediment to employment in the produc- 
tion of civilian goods after the war. It 
should be remembered that there will be 
individual firms in a less advantageous 
financial position. It can be said, however, 
that the lack of funds will be localized 
rather than general and that typically the 
uncertainty over the adequacy of business 
funds has to do with the requirements for 
expansion rather than with the require- 
ments for reestablishing the prewar volume 


of business. : 
S. Morris Livingston and E. T. Weiler, “Can 
Business Finance the Transition?” Survey 
of Current Business, February. 


The upward trend in net working capital 
is also quite generally in evidence, as is 
also the downward trend in the current 
ratio. 

Table 9 estimates net uses and sources 
of funds for 259 large manufacturing and 
mining companies. Changes in working 
capital items from 1940 to 1943 and, in 
a general way, the origin of these changes 
may be traced. Net working capital rose 
$3 million during the period, while the 
current ratio declined from 3.02 to 1.90. 

Table 10 shows somewhat similar data 
for 890 manufacturing corporations. Here 
again increases in receivables, inventories, 
cash and temporary investments from 
1939 to 1942 are noteworthy. 


WORKING CAPITAL REQUIREMENTS 


For purposes here in hand all working 
capital data must be interpreted in light 
of special reconversion requirements cer- 
tain to arise. At least two major at- 
tempts have been made to survey what 
these requirements will probably be. One 
of them was published by Frederick C. 
Dirks in the June, 1944, issue of the 
Journal of the American Statistical Asso- 
ciation. From that study Table 11 has 
been taken, The other was presented by 
S. Morris Livingston and E. T. Weiler in 
the February, 1944, issue of the Survey 
of Current Business from which Table 12 
has been extracted. Messrs. Livingston 
and Weiler in effect presented the situa- 
tion as it would have appeared had the 
war come to a close about the beginning 
of 1944. From this vantage point they 
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Table 12: Funds Available to Business 
in the Transition Year and Maximum 
Charges Against Business Accumu- 
lation 
Source: Survey of Current Business, February, 1944, pp. 10-11 
In Billions of Dollars 


Funds available, in addition to holdings 
as of December 31, 1941 


Accumulated during 1942 and 1943....| 33-38 
Provisions for depreciation, etc........| 5- 6 
Net amount due from government on 
output delivered before Jan. 1, 1944..| 2-3 
Net claims on uncompleted contracts..| 7-11 
TORR. Sr rere ciel aretatere a searts eke yorsraa ans 47-58 
Maximum charges against business accu- 
mulation 
Retire wartime tax accruals........... 8 
“Reconversion cana ener 4 
Replenish civilian goods inventory..... 8 
Equipment purchases (deferred plus 
current replacements)...........-.-- 11 
Deferred maintenance (net)........... 2 
Reextension of consumer credit........ 3 
d Kole) retents Renee eae ects oa 36 


undertook to trace the effects of recon- 
version, presumably during 1944, upon the 
working capital position of business gen- 
erally, excluding banks, insurance com- 
panies, farmers and professional persons. 
In general, the technique is similar to that 
employed by Mr. Dirks in that the pro- 
cess of adjustment is assumed to be es- 
sentially a return to the status of Decem- 
ber 31, 1941. 

These data in a sense go beyond the 
scope of this article in that they include 
not only corporations other than manu- 
facturers but also many types of unincor- 
porated business. This broader coverage 
almost of necessity introduces certain 
weaknesses. For one thing it obliges the 
authors to undertake a most difficult and 
highly controversial estimate of the cash 
and government bond holdings of unin- 
corporated business enterprises. In lump- 
ing together in one figure the changes in 
the working capital position of railroad, 
utility, manufacturing, trade and finance 
companies, results are obtained to which 
it is difficult if not impossible to assign 
specific meaning. Certain elements in 
these estimates are, however, useful in a 
more detailed analysis of Mr. Dirks’ re- 
sults. 


DIRKS’ ESTIMATE 


Mr. Dirks’ figures are more limited in 
scope both in the types of enterprises cov- 
ered and in the kinds of postwar require- 
ments that are provided for in the esti- 
mates. The 890 corporations included are 
said by the author to cover over one-half 
of the total manufacturing industry in the 
United States. Table 11 lists estimates 
of requirements for certain purposes in ad- 
justing operations to peacetime conditions 
during 1945, and certain sources of funds 
thought likely to be available for this pur- 
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pose, 


Questions have been raised as to 
the convertibility upon short notice of 
funds tied up in inventory and receivables. 
In an estimate in which such funds are ex- 
cluded the author finds that the require- 
ments listed by him would be no more 
than about half met from- the sources 
listed. Assuming that 75% of funds tied 
up in inventory should become available 
during the year a margin of $1 billion is 
shown. Should they become wholly avail- 
able total funds obtainable from the 
sources listed would then amount to $31.6 
billion against requirements listed at $26.2 
billion. 


To complete the list of funds prob- 
ably available during the year in ques- 
tion, it would be necessary, the author 
believes, to add about $1 billion for depre- 
ciation allocated from current earnings 
and another $1 billion retained from net 
income. Maximum funds available with- 
out access to outside sources of capital or 


loans would, accordingly, approximate 
$33.6 billion. 


Additional Requirements 


But a number of requirements are not 
listed in the table. The author found it 
quite impossible to estimate many of 


Current Assets, Current Liabilities and Working Capital of Five Groups 


of Small Manufact 


uring Corporations! 


Millions of Dollars 


4.5 Yj 


3.0) 


CURRENT 
LIABILITIES AND 
WORKING CAPITAL 


CURRENT 
ASSETS 


2.5 


Merrett « fae ‘Ses 
Loam \ ig W 
eT 


0.5 
INVENTORY 


EN 


FURNITURE 


PAINT AND 
VARNISH 


FOOD 
PRODUCTS 


1Net worth under $100,000. The figures are as of the end of 1943. Twenty-five corporations are included in each group 


WORKING 
CAPITAL 


LOANS AND 
ACCOUNTS 
PAYABLE 


WOMEN’S 


METAL 
DRESSES PRODUCTS 


Through a Professor’s Spectacles 


The essence of the working capital prob- 
lem of manufacturing industry during the 
transition period can be stated in this way: 
Many firms will have to finance the liquid- 
ation of one type of business at the same 
time that they are financing the develop- 
ment of another type of undertaking, and 


in some cases the new undertaking will be 
radically different from the one which is 


being liquidated. Under these circum- 
stances the establishment of cash require- 
ments, financial needs, and credit standards 
will inevitably be difficult. 


Charles Cortez Abbott, “Working Capital during 
the Transition,” Harvard Business Review, 
Spring Number. 


them. Their importance would be influ- 
enced, he says, by (1) the amount of con- 
tingent liabilities carried over from war 
operations, such as for dismissal wage 
payments and outlays for reestablishing 
markets; (2) the amount of discretion al- 
lowed manufacturers in cutting payroll 
costs immediately after contract termina- 
tion or alternatively of including interim 
payrolls in the amounts due from govern- 
ment; (3) the level and distribution of 
corporate taxable income, which will affect 
the available amount of tax refunds; (4) 
the scale on which manufacturers will plan 
to resume civilian production; (5) the 
backlog of deferred maintenance and post- 
poned capital replacement; (6) the terms 
on which government-owned plants, equip- 
ment, and surplus material can be pur- 
chased or leased, and other factors, some 
of which are dependent on legislative ac- 
tion in the interim. 


RECONVERSION COSTS 


Livingston and Weiler estimate “recon- 
version costs” for the entire economy out- 
side banks, insurance companies, farmers 
and professional men at about $4 billion. 
Equipment purchases (deferred and cur- 
rent replacements) are placed at about $11 
billion, while deferred net maintenance is 
put down at $2 billion. It would be diffi- 
cult to determine what part of these total 
costs of $17 billion would normally be in- 
curred by Mr. Dirks’ group of 890 manu- 
facturing corporations. Probably a very 
large part of the reconversion costs and a 
smaller part of the equipment purchases 
and deferred maintenance would be borne 
by this group. If it is assumed that 25% 
of the total should be so charged, costs 
amounting to $4 billion or more would 
have to be added to those listed by Mr. 
Dirks. 


1Defined to consist of (1) cost of purchasing new and re- 
arranging old equipment; (2) payment of various overhead 
expenses during the period intervening between the cutback 
of war production and the receipt of cash from civilian 
goods production; and (8) payment of special marketing 
costs involved in rebuilding sales organizations. 
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FINANCING FULL EMPLOYMENT 


Certain more general observations are 
in order. These estimates are in effect 
efforts to determine costs of returning to 
conditions existing at the end of 1941. Na- 
tional income in 1941, according to De- 
partment of Commerce estimates, totaled 
$96.9 billion. The Federal Reserve index 
of industrial production stood in Decem- 
ber, 1941, at 176. In December, 1943, a 
year in which the national income totaled 
$147.9 billion, the index stood at 241. 
Most postwar programs having “high- 
level” employment as their major objec- 
tive include a minimum national income 
of about $140 billion, with industrial pro- 
duction at a figure not far from 50% 
above that for 1941. Obviously, estimates 
of the working capital requirements of a 
situation suggested by such figures would 
have to be very much larger than have 
been indicated so far in this article. 


NOT IN BALANCE SHEETS 


What appears to be the objective of 
most of these programs is a level of pro- 
duction and trade very nearly the equiva- 
lent of that now obtaining. Government, 
however, has financed and is financing, di- 
rectly or indirectly, a very large propor- 
tion of current production. Government- 
owned inventories under cost-plus-fixed- 
fee contracts, for example, do not appear 
in the balance sheets of corporations. 


Table 13: Working Capital Financing 
Industrial Production 


Charles Cortez Abbott, “The Financial Situation 
of Industry After Two Years of War” 


Types of Working Capital—Estimates of Dollar Amounts 
at Mid-1943 in Millions 


Source: 


Private sources 

Net current assets of manufacturing 

LITT SRN SR A et epee A Rien $22,125 
Commercial and industrial loans of 


banks, excluding V loans........... 5,750 
Veloans*eee tee ee ee 1,428 
Business loans of finance companies. . . 300 
oanstolsfactorsyspe ener 150 

Roundeditotal erent ener ees $30,000 


Governmental sources 
Federal income and excess-profits tax 
habilityawnee apt cot omnes: $12,000 


Advance payments on contracts..... . 3,000 
Working capital requirements of Navy 

yards, arsenals, and government- 

Operated plantar ya.) aatein oe 3,000 
Government-owned equipment and 

material furnished to private concerns} 2,000 
Government-owned stockpiles........] 2,000 
Government-owned inventories under 

cost-plus-fixed-fee contracts.........| 1,500 
Accrued renegotiation and _ refund 

habilitys core eee ae 1,200 
Progress payments.................. 1,000 
R. F. C. loans to business........... Q47 
Federal Reserve Bank loans under 

Sec! [8b Sse ce foe ae ees 13 
SW bes Crloansannc meee eneeie, 12 

Rounded itotalta, ae een eae $26,000 
Grand:totalaisesache ean oe ee $56,000 


Table 14: Percentage of Deficit Returns to All Returns of Manufacturing 
Corporations by Industry Groups and Asset Classes, 1936-1940 


Source: “Statistics of Income” 


Total Asset Classes 


0,000 100,000 250,000 | $500,000 | $1,000,000 | $5,000,000 |$10,000 000 
Vee Under bs to : to : to to to to and Total 
$50,000 | $100,000 | $250,000 | $500,000 | $1,000,000 | $5,000,000 |$10,000,000] | Over 

Aut MANUFACTURING? 
64.3 40.6 83.1 28.1 24.4 20.4 16.3 138.3 48.2 
68.4 45.8 38.3 $1.8 28.8 23.6 20.1 12.7 52.6 
72.9 54.4 47.4 42.5 40.0 38.3 34.7 29.3 59.8 
65.4 40.9 33.4 25.7 24.6 19.7 16.4 11.7 48.1 
60.5 86.5 Cae fet 21.6 19.5 13.9 10.4 6.7 42.7 

Foop anp Krinprep Propucts 
198627 3. ce. 61.6 41.3 84.5 26.4 20.6 21.8 13.8 10.3 46.7 
WOST eee 66.4 50.5 43.6 40.0 37.4 32.4 41.2 24.1 54.5 
1988: .ics3 67.1 55.1 44.9 38.3 35.4 $2.3 40.0 27.5 55.6 
1939. 63.1 41.4 83.7 23.6 19.4 13.6 20.0 8.3 45.7 
WO4O: scien ote 60.7 44.9 86.2 26.0 22.0 16.6 18.8 8.2 45.7 
Liquors AND Brvreraces (ALCOHOLIC AND NONALCOHOLIC) 
LOS6R Brea 50.3 33.6 36.6 39.3 26.6 17.6 4.3 Ul 39.8 
MOS Tire ciezseans 56.0 34.2 43.9 49.5 35.5 25.4 4.3 12.5 45.7 
MOSS rs icscss 57.5 41.3 44.1 49.5 43.2 31.4 8.7 5.9 48.2 
LOSOs atest 55.5 83.9 34.2 39.9 37.2 22.4 9.1 12.5 42.4 
1940 eee 57.3 86.1 33.8 35.7 82.7 PANE 16.0 5.6 42.4 
Tosacco Propucts 

79. 66.7 39.3 S225 30.8 18.2 20.0 HG 56.3 
81.8 54.3 44.8 42.9 53.8 26.9 20.0 ee 58.5 
84.4 67.6 53.1 63.6 50.0 30.4 16.7 oS 63.6 
83.6 61.5 47.8 38.1 36.4 30.4 Sip 59.9 
82.1 60.0 40.4 37.5 18.2 15.8 6.3 55.1 

TextILe-MILL Propucts 
1936722... 55. 66.8 41.0 35.3 32.2 24.7 25.5 24.7 12.7 47.8 
MOS Totectsecccrers 73.5 58.1 51.2 45.0 34.8 36.1 35.1 14.0 58.8 
MOSS eco. ort 17~.5° 63.5 56.5 55.9 44.3 55.4 44.3 47.8 62.5 
1989........ 67.7 46.6 $9.1 34.2 27.1 25.6 19.5 8.7 45.0 
1940. 65.8 45.8 36.4 30.0 27.5 18.7 15.2 4.2 42.7 

CLoTHING AND APPAREL 
1OSG6Agsese 67.4 36.1 23.6 14.0 10.6 6.2 Bee Ste 53.1 
MOST seater oes "13.9 47.9 42.7 82.2 29.3 16.5 14.3 20.0 63.2 
LOSS Haare se Th. 4 51.4 44.9 37.0 e7..7 37.0 50.0 20.0 64.9 
W989 Vcc 67.5 84.7 29.1 19.8 12.7 16.2 11-4 Sistas 54.0 
DSO eae 62.1 80.7 23.5 22.5 11.0 10.2 Ripa 48.2 

LeatHer anD Its MANUFACTURES 
MOSCiene sec. 64.5 41.9 33.0 31.6 27.9 21.5 11.1 14.3 47.8 
LOST ssiessict 70.4 49.2 41.4 36.4 35.4 34.0 25.0 20.0 55.0 
NOSSitctesaiete 78.7 55.6 45.8 44.7 43.5 45.1 33.3 40.0 59.9 
te) Baers 65.7 43.2 34.3 24.5 27.2 18.0 18.2 aerate 47.3 
1 onocoon 62.4 40.5 31.6 29.0 22.6 23.9 16.7 14.8 ~ 45.0 
Russer Propucts 

1986........ 67.3 43.2 26.9 26.9 32.6 .5 fete 8.3 42.2 
MOS Tarts sti 711.6 44.2 $1°3 28.6 26.2 29.1 14.3 9.1 46.8 
MOSS ei eyscers 64.4 45.5 $3.3 35.6 23.1 23.4 10.0 18.2 46.0 
OS O eee 61.7 26.9 23.2 17.3 22.2 11.8 ll 16.7 38.2 
O40 2. tosiexe 63.5 $1.7 22.9 14.3 20.0 18.5 Re ais 40.4 


1Corporations submitting balance sheets onl 


2The group classifications for 1938, 1939, oan 1940 are somewhat different from those of 1936 and 1987 and therefore 


the former years are not strictly comparable with the latter. 


Neither do government-owned materials 
furnished business concerns for processing 
or assembly. Working capital required by 
government-owned plants operated pri- 
vately is the property of government, not 
the operating concerns. It is no longer 
true that all the funds, or substantially 
all the funds employed in financing pro- 
duction, other than agriculture, are repre- 
sented by the current liabilities, the long- 
term debt, and the net worth of American 
business. Nor is it longer true that all 
the funds utilized by business in financ- 
ing production are obtained from private 
sources. 

“A large share of the funds now being 
used to finance production,” says Profes- 


1The Financial Situation of Industry after Two Years of 
War” (published by Harvard University, 1943) which see 
for a more extended analysis of this aspect of the situation, 


sor Charles Cortez Abbott, “is supplied 
by the government, rather than by private 
sources of capital and credit and a sub- 
stantial portion of these funds flows into 
the economy in ways that are not directly 
reflected on the balance sheets of businsss 
concerns, that is, in the current liabilities, 
the long-term debt or the net worth of 
American industry. Because of the mag- 
nitude and the ways in which it has been 
extended, the financial assistance which 
the government has afforded constitutes 
in many ways a new element in the finan- 
cial situation and one to which special 
attention must be paid in appraising the 
ability of business to maintain levels of 
output after the war comparable with 
those attained during the war.” 

Table 13 shows Professor Abbott’s esti- 
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Table 14: Percenta 
Corporations by 


Year 


Under 
$50,000 


ge of Deficit Returns to All Returns of Manufacturing 


Industry Groups and Asset Classes, 1936-1940" (Cont’d) 


$50,000 
to oO to 
$100,000 | $250,000 $500,000 


Source: “Statistics of Income” 
Total Asset Classes 


$100,000 | $250,000 
t 


$500,000 | $1,000,000 $5,000,000 |%10,000,000 
a 


0 to to nd Total 
$1,000,000 $5,000,000 $10,000,000 Over 


Forrest Propucrs 
85.1 33.9 


payment of taxes. Other substantial 
amounts doubtless consist of short-term 
obligations which the holder can permit 
to run out, and thus realize cash without 
the necessity of going into the market. 
Other parts of these holdings are longer- 
term instruments which must be market- 
ed if the holder is to obtain cash. But 
whatever form these holdings may take, 
industry as ‘a whole can realize large net 
amounts of cash upon them only to the 
extent that the banks are able and willing 
to supply the market for them, unless (1) 
a budgetary surplus develops immediately 
after the war and thus permits the Treas- 
ury to reduce its debt in substantial 
amounts, or (2) individuals or financial 
institutions (other than banks) supply a 
ready market for large amounts of gov- 
ernment obligations. Neither of these lat- 
ter developments is expected by most ob- 


- Servers. 


The estimates presented and the dis- 
cussions in this study all have to do only 
with working capital needs. Funds re- 
quired for expansion or for modernization 
of plant and equipment, or the possible 
acquirement of new plants from the gov- 
ernment have not been included or con- 


Table 15: Selected Financial Data All 


Corporations Reporting Balance 
Sheets, 1940 
Source: “Statistics of Income” 
Dollars in Millions 


Z ' m1 33.6 43.2 52.2 8 
Dy Pee eee 67.0 46.2 40.0 380.9 32.0 26.2 32.6 33.3 50:8 
POOR coricesiet 74.9 57.3 52.9 50.7 ' 60.8 49.5 57.9 54.5 63.0 
1089.00 600%. 66.7 43.7 42.0 84.5 34.8 $3.8 34.2 39.1 51.3 
TOMO. sos cows 59.8 35.5 29.7 24.1 25.7 au fers 15.6 CEN 41.7 
ee ei he 
DRO rere tans 55.9 87.0 26.6 21.0 28.0 21.9 5.7 21.1 36.0 
ROBT Cs.. ook 62.5 39.0 29.1 17.0 22.3 18.4 9.1 11.9 37.8 
1988... 0.0. 67.0 47.6 43.6 33.8 33.7 40.3 30.3 21.1 48.8 
BOSOM. 55.0 34.0 27.4 13.4 25.3 15.7 2.6 13.5 33.2 
NOAO HE. esis 57.1 35.2 19.8 14.5 20.6 1S56 2.6 9.6 31.9 
Printing, PusuisHine AND ALLIED InpustRIEs 
65.0 39.0 31.6 24.9 20.7 14.6 weal 9.1 53.4 
68.4 41.9 31.2 24.7 23.5 17.6 11.6 8.8 55.9 
73.2 48.0 39.4 83.3 28.1 23.0 25.6 16.1 61.6 
67.2 42.9 31.9 24.1 20.7 15.6 14.0 16.1 55.2 
59.9 35.1 26.3 19.1 17.2 12.4 15.2 19.4 48.2 
CHEMICALS AND ALLIED Propucts 
68.6 42.6 30.8 19.7 22.9 12.5 12.8 4.0 49.8 
70.8 44.9 34.0 22.5 24.6 14.9 15.6 3.8 52.1 
1S 53.1 41.6 30.6 28.2 19.7 17.4 T1 57.0 
67.8 41.0 29.0 18.5 18.8 Les 5.9 3.6 48.2 
66.0 40.1 26.1 18.0 15.1 10.1 2.0 1.1 46.5 
PETROLEUM AND OrHEeR Minerat Ow Propucrts 
1936. 75.8 52.8 36.5 37.0 29.8 24.3 29.4 28.9 50.7 
LOST BSS eNo: 75.2 59.3 45.3 38.0 39.7 28.0 28.6 19.1 52.0 
WOSSS soos 72.6 55.1 46.7 38.6 47.6 45.7 35.3 46.4 54.4 
O80 coe ees 72.5 50.6 38.6 29.6 25.9 28.6 28.6 23.6 46.0 
1940 28. 66.7 53.7 46.4 42.6 30.6 27.3 50.0 19.3 47.4 
Stone, CLay anp Grass Propucrs 
T9865 scewes 64.7 49.2 44.7 40.7 30.1 25.7 14.7 21.9 61.7 
1937. 69.0 54.9 44.9 42.9 32.0 31.7 10.0 a fa 55.5 
LOSS asneuic 70.9 59.0 49.5 b229 42.7 46.9 37.5 24.2 59.9 
LOSO Tete es 64.0 44.9 37.8 28.5 20.7 24.2 29.4 11.8 47.7 
AD4SO ee ans 58.7 38.6 33.9 30.4 17.9 18.6 8.3 5.7 42.6 
Mera anv Its Propucrs 
it. ae 61.7 37.2 29.9 25.4 99.5 17-2 15.3 9.1 43.4 
TOS ian. ask SS 63.7 37.6 30.4 23.0 21.8 15.4 12.3 8.8 44.1 
1938. 15.5 57.2 49.9 43.0 44.4 38.3 $2.7 35.1 60.3 
NOS89 sackina 63.6 39.1 30.2 CET f 23.5 17.9 12.7 10.6 43.3 
LOAD ace ete 55.1 29.8 20.0 14.3 13.3 8.8 4.4 2.6 33.0 
Moror Veuicirs (CompLere or Parts) 
i ts eae a 69.8 43.8 43.4 45.3 24.1 28.8 33235 12.5 50.6 
TOS T sc ccksincte 72.5 56.2 44.8 31.6 23.9 25.3 28.6 12.5 51.8 
LOSS ee 76.6 57.1 50.3 43.6 42.6 44.1 71.4 48.0 61.0 
19OSORR Re ce: 68.1 43.9 33.8 22.1 30.8 20.5 36.4 11.5 46.0 
19405 5.2. 58.1 36.4 PAW 6 17.4 20.0 DS: 6.7 7.4 36.0 


1Corporations submitting balance sheets only. 


mate of such factors as these, as of about 
the middle of 1943. 


WORKING CAPITAL FROM 
GOVERNMENT 

Returning to the subject at a later 
date’ Professor Abbott suggests that “if 
the present volume of output, or one com- 
parable to it, were to be distributed 
through normal trade channels, industry 
would certainly need more working capi- 
tal than it requires now when half or more 
than half its output is sold directly to the 
government. To mention only three rea- 
sons, distribution through normal trade 
channels would require that finished goods 
inventories be larger than they now are, 
that sales promotional programs and trade 
receivables be financed, and that the rigid 
wartime standardization of parts and mod- 

1Harvard Business Review, Spring Number, 1944, 


els be considerably relaxed. These con- 
siderations suggest it is none too soon for 
the manager of a business concern to pon- 
der how he will finance production for 
whatever share of the market he estimates 
he will have in the transition and imme- 
diate postwar period.” 


GOVERNMENT BONDS AS CASH 


In the estimates cited in this article, 
government obligations have been treated 
as the equivalent of cash. Very few dis- 
cussions have given recognition to the 
limitations which must be placed upon 
such a conception of government obliga- 
tions, or inquired into the implications of 
large-scale conversion of such obligations 
by industry. A large part of these hold- 
ings by nonfinancial corporations consists 
of tax notes, which can be employed in the 


en | 
Asset Classes | Number Total Income 
(Dollars in te) Nesbts Sales After 
Thousands) Returns Taxes! 
1938 
0O— 50...| 227,491) $ 4,140} $9,105] $-219 
50- 100...] 59,582} 4,238] 6,210 -37 
100— 250...} 57,733} 9,112} 10,107 14 
250— 500...} 27,371 9,629) 8,085 66 
500-1000...| 17,079] 11,966) 7,946 111 
1000 and over} 22,685] 260,938 67,758] 3,365 
All classes. . .| 411,941 300,022] 109,210] 3,300 
1939 
O— 50...) 226,877) 4,141 9,425} -139 
50— 100...] 60,256} 4,292) 6,670 20 
100— 250...| 58,119} 9,188} 11,088 142 
250— 500...| 27,447) 9,649] 8,897 189 
500-1000. ..} 17,232) 12,056} 8,902 Q44 
1000 and over} 22,828] 267,476 76,619) 5,563 
All classes. . .| 412,759] 306,801 121,601) 6,019 
1940 
O— 50...| 225,000} 4,136) 9,361) -120 
50- 100 61,053} 4,342) 7,144 Q7 
100— 250 59,059} 9,316] 12,308 192 
250— 500 27,832) 9,787] 9,919 242 
500-1000 17,505] 12,227] 9,997 292 
1000 and over| 23,267] 280,669] 87,806 6,313 
All classes. . .| 413,716] 320,478] 136,535 6,947 
1941 
O- 50.../ 213,086) 4,013] 9,706 -5 
50— 100 61,525] 4,385] 7,952 128 
100— 250 60,386] 9,547) 14,543 346 
250— 500...| 28,751) 10,122) 12,695 402 
500-1000...| 18,424) 12,915} 13,118 490 
1000 and over} 24,881] 299,471] 118,702 8,167 
All classes. . .| 407,053] 340,452] 176,717 9,528 


1Compiled net profit less total taxes, 
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sidered. Nor have allowances been made 
for possible increases in prices. 


CASH VS. AVAILABLE GOODS 


One final reservation is necessary. 
Throughout this discussion “need” has 
been treated as including ability to obtain 
what is needed. Such obviously may not 
prove to be a realistic conception. The 
problem is not one of “timing” receipts of 
cash with “needs” for cash, but rather a 
synchronization of cash receipts with cash 
requirements for materials, equipment, or 
services which are in fact available. Cash 
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corporations had 35.3% in 1926, 39.0% 
in 1929, 44.4% in 1932 and 44.9% in 
1936: The distribution of all manufactur- 
ing corporations by size class for 1938- 
1941 is shown in Table 15. 


LOW EARNINGS RECORD 


The background of more or less chronic 
working capital shortage among the small- 
er corporations is seen clearly in the 
Treasury Department’s “Statistics of In- 
come.” 

It is a traditional policy of the larger 
American corporations to build up their 


Table 16: Establishments, Wage Earners, and Value of Product in 
Manufacturing, 1939 


Source: “Census of Manufactures,”’ 


Volume 1, Statistics by Subjects 


Value of Products 
$000 


Establishments 


Wage Earners 


(Asverace. ersNaar) Value of Products 


Numb: Val 
Number one ss Per Cent 80 00,00 - Per Cent 
i. CASES en MO aoe Soe 60,593 32.9 190 2.4 681 1.2 
Dak DO Fee cues taney cxensuapsy sdateneeerese 42,083 22.8 327 4.2 1,354 2A 
B= al OO erences fie etter a eeg 25,490 13.8 390 4.9 1,811 Bhs 
NOD =I250 pee see eee ad seasons 24,718 13.4 768 9.7 3,921 6.9 
250 —eDOOM i ek ro sitotitoaee 13,066 Wf oil 839 10.6 4,627 Sen 
BOO O00 beers sees egrets eaters: «35% 8,706 4.7 1,038 13.2 6,111 10.8 
1O00vand OVER scceecs cesses oes 9,574 5.2 4,334 55.0 38,338 67.4 
IAlclasses eer crsc cette one oe eiae 184,230 | 100.0 7,887 | 100.0 56,843 100.0 


in hand for goods not yet available is 
either useless (for the time being) or else 
an inflationary factor, 


VULNERABILITY 


There is reason to believe that the small 
corporation is more vulnerable to finan- 
cial stresses and strains than the larger 
enterprise. It has traditionally had a 
lower ratio of current assets to current 
liabilities, and hence a smaller margin of 
safety in its current position. Thus the 
Temporary National Economic Committee 
found: that in 1936 this ratio for manu- 
facturing corporations with assets under 
$50,000 was only 1.43, while that for cor- 
porations with assets of $50,000-$100,000 
was 1.82. Further, the ratio rose with 
the size of the corporation until 3.65 was 
reached by corporations with assets rang- 
ing from $10 million to $50 million. Fig- 
ures for the year 1932 show a similar work- 
ing capital situation as between the smaller 
and the larger corporations. 

Moreover, there is some evidence that 
even in prewar years the working capital 
position of smaller corporations was grow- 
ing less favorable as compared with that 
of the larger enterprises. Thus the TNEC 
found that of the total working capital in 
corporate manufacturing industry, large 


Investigation of Concentration of Economic Power,” 
Monograph No. 17, ‘Problems of Small Business,” Chapter 
XVII. 


net worth consistently with retained earn- 
ings. This policy under careful financial 
management usually contributes to the un- 
derlying strength of the working capital 
position of the larger corporations. While 
exact figures are not available, it is clear 
from Table 14 that the smaller corpora- 
tions do not in the same degree have the 
income with which to add from year to 
year to their net worth or working capital. 
The figures show that a substantial per- 
centage of manufacturing corporations fil- 
ing balance sheets with the Secretary of 
the Treasury are without taxable income, 
and that this percentage of “no-income 
corporations” is very much larger among 
the small corporations. It cannot be con- 
cluded, of course, that so large a propor- 
tion of the smaller enterprises earn noth- 
ing, but it is nevertheless true that 
corporations not regularly nourished by 
retained earnings are likely at all times 
the manid TRIO agen eek caenee ene 
small corporations improving somewhat between 1932 and 
1936, while that of corporations with assets in excess of 
%5 million trended downward. 


*For the most part the smaller corporations are operated 
by the owners or their immediate families, The stockholders 
in such a situation have the choice of taking the real earn- 
ings out of the business as salaries to themselves or as divi- 
dends. For a number of reasons, it is the common practice 
for owners of many small corporations to charge the corpo- 
ration with about all the salaries it can bear. Hence in- 
come as meporved for tax purposes remains much lower than 
would be the case were management and ownership not so 
nearly identical. For a full discussion of this aspect of the 
situation see “Financing Small Corporations,’ by C. L. 
Merwin, National Bureau of Economic Research. 
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to be in a position more vulnerable to 
financial adversity or periods of strain. 

Smaller corporations thus suffer more 
severely from the swings of the business 
cycle, and have a much higher death rate 
than the larger and more stable enter- 
prises. While statistics of income for the 
war years are not yet available, Roy 
Blough, Director of Tax Research of the 
Treasury Department, in a recent address 
before the North Carolina Association of 
Certified Public Accountants, made it 
known that 212,000 of the 476,000 cor- 
porations filing income-tax returns in the 
fiscal year 1944, or 44.5%, showed no in- 
come. This is a somewhat-smaller-than- 
average percentage, but it suggests that 
many smaller corporations are not even in 
wartime strengthening their capital posi- 
tion with undistributed earnings. 

To show the relative importance of large 
and small business in the economy, Tables 
15 and 16 distribute corporations and es- 
tablishments by several criteria. 


See Merwin, op. cit. 


TECHNICAL NOTES ON CORPORATE 
SAMPLE DATA 


The selection of the 125 corporations 
in the metal-working group was made, on 
an impartial basis from credit files, by five 
men who were not aware of the final use 


Array of Assets of 125 Manufacturers 
of Metal Products 


Assets in Thousands 


Net Worth|Net Worth|}Net Worth|Net Worth|Net Worth 
0-— 


F} $100,000- | $250,000- | $500,000- | $750,000- 
$100,000 | $250,000 | $500,000 | $750,000 | $1,000,000 
$35 $170 $306 $582 | $1,055 
38 181 508 617 1,374 
39 299 630 N17 1,419 
72 304 643 718 1,477 
75 348 644 883 1,536 
17 359 655 991 1,553 
79 373 658 1,140 1,629 
84 395 713 1,165 1,702 
87 411 721 1,179 1,719 
91 488 724 1,266 1,793 
111 496 777 1,335 1,905 
137 498 895 1,382 1,907 
139 501 908 1,454 2,584 
141 557 936 1,593 2,622 
153 629 941 1,872 3,199 
191 636 957 1,890 3,279 
199 694 989 2,459 3,562 
272 761 1,014 2,843 3,830 
305 1,093 1,044 2,936 4,141 
399 1,115 1,138 3,348 4,351 
415 1,193 1,762 3,589 4,439 
421 1,351 1,852 4,231 4,592 
651 1,448 1,930 4,365 5,001 
748 1,519 1,968 5,118 5,930 
2,465 1,745 9,479 5,815 7,529 


to be made of the sample. “War babies,” 
i. €., companies not in existence before the 
war, were excluded from the final 195 
companies. 


Salient Facts about 
“Working Capital for Small Business” 


So far as they bear upon small business enter- 
prises, policy-making and policy-planning have 
mostly rested upon a priori reasoning. Since balance 
sheets are not readily available, the current position 
and the postwar working capital needs of small 
business firms are far less definitely established even 
than those of “big business.”? As a beginning at 
least toward the filling of this void, the Board has 
assembled certain data which are presented in this 
article. 

At the end of 1943, a group of 125 small metal- 
working corporations showed a ratio of current 
assets to current liabilities of 1.17. These corpora- 
tions ranged in size from less than $100,000 to 
$1,000,000 in net worth. A breakdown of these cor- 
porations into net-worth size groups gave a current 
ratio of only 1.07 to enterprises with net worth below 
$100,000. 

Working capital as a percentage of inventory 
among these groups of small metal-working manu- 
facturers ranged from 13.4% in the smallest-size 
group to 58.3% in the $250,000-$500,000 net-worth 
group. Thus, if only 13.4% of inventory in the 
smallest-size group were to disappear in realization, 
or became frozen, working capital would disappear 
altogether. 


The slender margin of current assets over current 
liabilities in all these corporations, but particularly 
in the smallest of them, is emphasized by compari- 
son with similar-sized corporations in other fields 
and with similar ratios for larger corporations. Thus 
four groups of manufacturing corporations, with net 
worth of less than $100,000, which were not so heavily 
engaged in war work, showed current ratios ranging 
from 1.72 to 3.90, while the current ratios of large 
corporations ranged upward to 4.14. 

Among the large corporations, only aircraft manu- 
facturers, with a ratio of 1.20, came near to ap- 
proaching the working capital position of the small 
metal-working corporations. Apart from the air- 
craft companies, the lowest ratio among any of the 
groups of large manufacturers was 1.57 for auto- 
mobile parts manufacturers. Of the 17 groups of 
manufacturing corporations, 12 showed ratios of 
more than 2 to 1. 

Analyses of the small corporation’s normal posi- 
tion in the economy and of estimates of the financial 
requirements of the early postwar period suggest 
that small corporations may encounter considerable 
difficulty from inadequate amounts of liquid work- 
ing capital—particularly the smaller corporations 
now engaged heavily in war production. 
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The selection of the 25 companies in 
each of the four other groups was similarly 
made on a random basis from corporations 
which are located in all parts of the 
United States. 


Credit Rating of Metal-working 
Corporations 


125 Metal Work-|Sample, 834 Cor- 

ing Corporations} _porations 
15.8% 10.9% 
48.4 43.5 


Credit Rating 


1 (Unquestioned) 
2 (Reasonable) 


3 (Caution) 33.9 38.6 
4 (Poor) 2.4 7.0 
All classes......... 100.0 100.0 


The food products group includes con- 
cerns producing all kinds of food products 
and the women’s dress group includes 
manufacturers with varied price ranges of 
dresses. 


To test the representativeness of the 
metal-working sample a comparison was 
made of the credit rating of the 125 com- 


stantially above that for the sample of 
834 corporations. 
To throw further light upon the size of 


Range of Assets of 100 ‘“Nonwar’” Manufacturing Corporations 


—ee—e————S—sSsSS———————s—o@waoS9nsSS 


25 Paint and Varnish 
Manufacturing 
Corporations 


Sinallest@- tare... eee $ 37,212 
Largestscis cece: See Nee 195,157 


panies with a larger sample of 834 metal- 
working corporations, all with net worth 
below $1 million. The findings are sum- 
marized in the table, “Credit-rating of 
Metal-working Corporations.” 

It is quite obvious that the 125 corpor- 
ations are, on the whole, better credit risks 
than the larger sample. The percentage 
of corporations in the two highest credit 
classes for the 125 corporations was sub- 


25 Furniture 


25 Food Products | 25 Women’s Dresses 


Manufacturing Manufacturing Manufacturing 
Corporations Corporations Corporations 
$ 30,792 $ 36,560 $ 35,529 

167,944 238,269 225,249 


the corporations in the sample of 125, the 
total assets of each company are shown in 
in a table on page 322. 

For the four “nonwar” groups the range 
of total assets is shown above. 
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[ Only eleven issues appeared during the year | 


Note: References are to month of issue and to page 


A 


Absenteeism, Jan 17; Mar 56; Apr 84 
Advertising Expenses, Noy 285 
Agriculture 
Food Crop Production and Consumption, 
Nov 294 
Parity Prices and Farm Prices, Oct 264 
Aircraft 
Contract Awards, Jan 12 
Costs, Apr 79 
Cutbacks in, July 165 
Deliveries, Mar 54 
Production, Jan 9; Feb 29; Apr 74 
Alcohol, Feb 29; June 129; Oct 258 
“Allocating the Civilian Supply,” (Business 
Experience), Oct 250 
Aluminum 
Output, Jan 9; Feb 29; Mar 53; May 102; 
July 164 
Anthracite 
See Business Indicators, Selected 
Army Personnel, State Origins of, May 110 
Automotive Industry 
Great Britain, Aug 198 
Postwar, Feb 29 
See also Business Experience 


B 


Bank Deposits 
in Farm Districts, Sept 231 
by State, Sept 223 

Bonds, Corporate, July 155 
See also Business Indicators, Selected 

Book Reviews, June 139; July 172; Aug 186; 
Sept 242; Oct 278; Nov 312 

Boots and Shoes, Production of 
See Business Indicators, Selected 

Bourquard, A. B. and J. H. Winchester, ‘““C-Day 
Cash or Chaos,” by, July 143 

Brass-mill Products, Mar 54 

‘British Reveal Wartime Foreign Trade,” 
Nov 291 

“Building Industry 
Oct 265 


Business 
Chronicle of, Aug 192; Sept 238; Oct 259; 


Nov 304 
Small, Sept 226 
“Business Activity and the G. I. Bill,” Aug 175 
Business Book Shelf 
June 139; July 172; Aug 186, 199; Sept 242; 
Oct 278; Nov 312 


Awaits Green Light,” 


Business Experience 
Monthly Survey of Executives’ Opinions, 
Jan 3; Feb 23; Mar 47; Apr 67; May 95; 
June 123; July 146; Aug 177; Sept 211; 
Oct 250; Nov 283. Includes reports from 
following industries: Automotive, Ceramics 
and Abrasives, Chemicals, Construction 
Materials, Distribution. Electrical Equip- 
ment, Food, Foundries, Glass, Hardware 
and Plumbing Supplies, Heavy Machinery, 
Machine Tools, Metal Products, Mining 
and Quarrying, Nonferrous Metals, Office 
Equipment, Paper, Petroleum, Railroad 
Equipment, Rubber, Shoes and Leather, 
Steel, Textiles 
on Allocating the Civilian Supply, Oct 250 
on Civilian Goods Production, Apr 67 
on Distribution After the War, June 123 
on Foreign Trade After the War, Aug 177 
on Industrial Trends and Prospects, Jan 3 
on Manpower Situation, Feb 23 
on Peacetime Selling, Nov 283 
on Post-cancellation Employment, July 146 
on Postwar Capital Expenditures, Mar 47 
on Renegotiation Experience and Close Pric- 
ing, Sept 211 
on Significant Industrial Trends, May 95 
Business Front, On the, Jan 6; Feb 26; Mar 50; 
Apr 70; May 98; June 126; July 161; Aug 
189; Sept 236; Oct 261; Nov 301 
Business Indicators, Selected, Jan 10; Feb 28; 
Mar 51; Apr 72; May 100; June 127; July 163; 
Aug 191; Sept 237; Oct 260; Nov 303 


Cc 


Canada 

Corporate Profits and Taxes, May 116 

Dividends, Jan 14; Feb 33 

Exports Selected Products, Jan 14 

Foreign Trade, Jan 13; Feb 33 

to Insure Exports, Oct 258 

National Income, Feb 33 

Tax Changes, Sept 227 

Trade with, Apr 79 

War Loan, May 115 

War Output, Jan 13-4 

War Plant Disposition, Feb 33 
“Capital Expenditures, Postwar,’ Mar 47 
“Capital for Small Business, Working,” Nov 313 
“Capital in Manufacturing, Working,” June 132 


Carloadings, July 162 _ 
See also Business Indicators, Selected 


“C-Day Cash or Chaos,” July 143 


Cement 
Shipments, May 104 


1 


Ceramics and Abrasives Industry 
See Business Experience 
Chemicals 
Industrial Consumption, May 104 
Postwar Prospects, Sept 233 
Production, June 130; July 166; Nov 305 
See also Business Experience; Business Indi- 
cators, Selected 
“Chronicle of Business,” Aug 192; Sept 238; 
Oct 259; Nov 304 
Cigarettes 
Consumption 
See Business Indicators, Selected 
Civilian Goods, Mar 50; Apr 67; May 99; July 
166; Aug 189; Oct 250; Nov 302 
Coal 
Anthracite 
See Business Indicators, Selected 
Bituminous, Output, Jan 11; Apr 74; May 103; 
July 165 
See also Business Indicators, Selected 
Commodity Prices 
See Business Indicators, Selected 
Construction 
Corporate Profits in, July 157 
See also Business Indicators, Selected 
Construction Materials Industry 
See Business Experience 
Construction, New 
Estimated Activity, 1942-1944, Jan 6 
Expenditures for, May 103; June 129 
Postwar, Oct 265 
Consumers’ Goods 
Production, Jan 11 
Container Shortage, Apr 75 
“Controversies under Section 772 Regulations,’’ 
by J. K. Lasser, Aug 200 
Copper 
Production and Consumption, Jan 8; Feb 30; 
Mar 53; Apr 73; May 102; June 128; July 
164; Oct 261; Nov 302 
See also Business Indicators, Selected 
Corn, Mar 55 
Corporate Bonds, July 155 
Corporate Earnings, Feb 27; Apr 84; May 107; 
July 156 
“Corporate Finances at the Half Year,” Sept 217 


“Corporate Financiai Results, 1939-1943,” 
Apr 84 
Corporations 
Assets and Liabilities of Manufacturing, June 
133 


Profits, July 157 
Tax Returns, Mar 61 


Q 
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Cost of Living 
Monthly Reports, Jan 17; Feb 39; Mar 64; 
Apr 79; May 105; June 136; July 171; 
Aug 197; Sept 239; Oct 268; Nov 310 
Asia and Neutral Europe, Aug 181 
Latin America, July 150 
“Cost of Product Servicing,” Nov 289 


Cotton 
Consumption 
See Business Indicators, Selected 
“Cotton Textile Output Lags,” Oct 264 
Cotton Textiles, Apr 75; May 104; June 129; 
July 166; Oct 264 
“Current Fiscal Statistics,” Jan 16; Feb 42; 
Mar 62; Apr 89 
Cutbacks 
Effect of, Feb 23; May 99 


D 


Debt, Federal, July 156, 170 
“‘Demobilization Trends and Employment,” 
Aug 184 
‘Department Store Price Changes,” Apr 81 
Department Store Sales 
See Business Indicators, Selected 
Distribution 
Department Store Sales, Jan 7; Feb 26; Mar 
52; Apr 71; May 101; June 126 
See also Business Indicators, Selected 
‘Distribution after the War,” June 123 
and Prices, Feb 26 
and Trade 
See Business Indicators, Selected 
Distribution Industry 
See Business Experience 
“Drugs, War and the Miracle,” Nov 300 


E 
Earnings 

in British Industry, Average Weekly, Mar 57 

Hourly and Weekly in Manufacturing, Jan 18; 
Feb 37; Mar 63; Apr 82; May 106; June 138; 
July 169; Aug 196; Sept 241; Oct 267; 
Nov 309 

“Earnings on Net Worth,” July 156 
Eggs, July 166; Sept 235 
Electric Power, Mar 55; July 165 

Capacity by Regions, Aug 193 

Generation by Regions, Aug 193 

Production 
See Business Indicators, Selected 

Electrical Equipment Industry 
See Business Experience 
Electrical Machinery, Nov 308 
, Electrical Manufacturing Indexes, June 131 
Employment, May 96 

Demobilization Trends and, Aug 184 

Nonagricultural, by States, Sept 223 

Post-cancellation, July 146 

Selected War Industries, July 168 

“Employment Trends” 

Monthly Reports, Jan 16; Feb 38; Mar 55; 
Apr 83; May 110; June 131; July 168; 
Sept 239; Oct 266; Nov 308 

Engineering Awards 
See Business Indicators, Selected 


Excess Profits Tax 
Controversies and Section 722, Aug 200 
Credits, Jan 16 
100 Largest War Contractors, Oct 275 
Section 722 Claims, Jan 15 
Tax Relief: Business Cycle Basis, Oct 255 
“Expiration Dates of Government Corpora- 
tions,” Aug 188 
“Expiration Dates of New Deal Legislation,” 
Aug 187 


“Export Associations, 1918-1944, Webb-Pomer- 
ene,” Nov 295 


F 


Farm Equipment, June 130 
Farm Marketings 
by States, Sept 231 
Farm Mortgage Loans, Sept 231 
Farm Products 
Prices of 
See Business Indicators, Selected 
“Farm Real Estate, New Records in,” Sept 230 
Federal Budget, Jan 15 
“Federal Debt Changes in Fiscal Year, 1943-44,” 
July 170 
Federal Expenditures 
Current, Sept 236 
Postwar Estimates, Aug 186 
Federal Financial Statistics, Oct 262; Nov 305 
“Federal Fiscal Situation” 
Jan 15; Feb 40; Mar 60; Apr 88; May 117; 
June 133 
Federal Reserve Banks 
Hypothetical Reserve Requirements, July 156 
Federal Revenues, Feb 41 
Postwar Estimates, Aug 186 


Fifth War Loan Drive, Apr 89 


Finance 
Corporate Profits in, July 157 
See also Business Indicators, Selected 


Financial Indicators 
See Business Indicators, Selected 
Food 
in Cold Storage, May 105 
Grain Crops, June 130 
Prices of 
See Business Indicators, Selected 
Production and Consumption, Food Crop, 
Nov 294 
Production (Mfd.) 
See Business Indicators, Selected 
Subsidies, British, Mar 58 
Supplies, Sept 235 
Trends, Feb 30; Mar 55; Apr 76; July 166 
See also Business Experience 


“Foreign Economic Conditions,” May 114 
“Foreign Economic Developments,” Jan 13; 
Feb 32;.Mar 56; Apr 76; June 137 


Foreign Trade, Feb 32; Apr 77; May 115; 
June 137 
Asia and Neutral Europe, Aug 182 
Great Britain, Nov 291 
Webb-Pomerene Export Associations, Nov 295 
“Foreign Trade After the War,” Business Expe- 
rience, Aug 177 
Foundries Industry 
See Business Experience 
Fourth War Loan, Feb 42; Mar 61 
Freight Rates, May 102 
Furniture, Feb 29 


G 

Germany 

Swedish-German Trade Treaty, Jan 14 
Glass Containers 

Production 

See Business Indicators, Selected 

Glass Industry 

See Business Experience 
“Government Corporations, Expiration Dates 

of,” Aug 188 
Government Obligations 

Exchange and Redemption of, Mar 61 


Great Britain 
Average Weekly Earnings, Mar 57 
Food Subsidies, Mar 58 
Foreign Trade, Nov 291 
Investment in War Plant, Feb 34 
Motor Industry, Aug 198 
Revenues and Expenditures, May 116 
Grocery Chain Store Sales 
See Business Indicators, Selected 


Gross National Product, Apr 71 


H 


Hardware and Plumbing Supplies Industry 
See Business Experience 

Heavy Machinery Industry 
See Business Experience 


I 


“Improving the Package,” Sept 225 
Income Payments 
1939 and 1943, by States, Sept 222 
Industrial Activity 4 
See Business Experience; Business Indicators, 
Selected ’ ‘ 
“Industrial Centers of War Activity,” July 167 
“Tndustrial Centers, New,’ May 111 
“Industrial Production, Measuring,” July 159 
See also Business Indicators, Selected 
“Industrial Research Department, An,” Oct 247 
“Industrial Trends and Prospects,” (Business 
Experience), Jan 3 
“Inflationary Trends in Asia and Neutral 
Europe,” Aug 181 
“Inflationary Trends in Latin America,” July 150 
“Interest Rates, Upturn of,” July 155 
Internal Revenue Collections 
and Costs, Feb 41 
by Sources, Feb 41 
Inventories, Manufacturers’, May 95 
Inventories 
and Shipments, Manufacturers’. 
See Manufacturers’ Orders, Shipments and 
Inventories 
Tron, Pig 
Production 
See Business Indicators, Selected 


L 
Labor Draft, Feb 23 
Labor Force 
Estimated Normal, 1941-50, June 132 
Lasser, J. K. “Controversies under Section 722 
Regulations,” Aug 200 
Latin America 
Foreign Trade of, July 151-3 
Inflationary Trends, July 150 
Trade with, Apr 76; June 137 
Lead 
Output, Jan 8 
Production 
See Business Indicators, Selected 
Leather Production, Nov 302 
“Legislation, Expiration Dates of New Deal,’ 
Aug 187 
Lend-lease 
Exports, Jan 14; Mar 56; Apr 77; June 137 
Livestock 
Weekly Slaughter, Feb 30 
Annual Slaughter, July 166 
Lumber 
Output, Jan 11; Mar 53; May 101; June 129; 
July 165 
Problems and Trends, Aug 193 
Production 
See Business Indicators, Selected 
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M 
Machinery 
Production 
See Business Indicators, Selected 
“Machinery Orders Tapering Off,” Oct 262 
Machine Tools 
Demand for, May 102 
Employment and Payrolls, Oct 262 
Postwar Disposal, Mar 54 
Shipments, Jan 9; Apr 73; June 130; Oct 213 
See also Business Experience; Business Indi- 
cators, Selected 
Magazine Advertising Linage 
See Business Indicators, Selected 
Magnesium 
Production, Feb 29; June 129; July 164 
Manpower 
May 98; June 126; July 161 
“Manpower Situation (The),” (Business Experi- 
ence), Feb 23 
Manufactured Products 
Prices of 
See Business Indicators, Selected 
Manufacturers’ Orders, Shipments and Inven- 
tories, Jan 7; Feb 27; Mar 52; Apr 71; May 
103; June 126; July 162; Aug 189; Sept 236; 
Oct 261; Nov 306 
Manufacturing 
Corporate Profits in, July 157 
Earnings and Hours in, Jan 18; Feb 37; Mar 
62; Apr 92; June 138; July 169; Aug 196; 
Sept 241 
Expenditures for Plant and Equipment in, 
Sept 222 
Value Added by 1939, by States, Sept 222 
Working Capital in, June 132 
See also Business Indicators, Selected 
Materiél 
Contract Distribution, Jan 12 
“Measuring Industrial. Production,” July 159 
Meat 
Production, Jan 11; May 104; July 167 
“Merchant Fleets in World Trade,” July 159 
Merchant Ship Demand, Sept 234 


Metal Products Industry 
See Business Experience 
Mining 
Corporate Profits in, July 157 
Production 
See Business Indicators, Selected 


and Quarrying : 
See Business Experience 


Motor Carrier Income, Nov 294 
“Munitions Indexes, New,” July 160 


Munitions Production, Nov 301 
See also Business Indicators, Selected 


N 


National Income 
Gross National Product, Apr 71 


Naval Personnel, by State Origin, May 111 

‘Net Worth, Earnings on,” July 156 

“New Canadian Tax Changes,” Sept 227 

“New Deal Legislation, Expiration Dates of,” 
Aug 187 

‘‘New Industrial Centers,” May 111 

“New Munitions Index,” July 160 

“New Records in Farm Real Estate,” Sept}230 

Newsprint 


North American 
See Business Indicators, Selected 


Nonferrous Metals Industry 
See Business Experience 


O 


Office Equipment Industry 
See Business Experience 
Ohio Rubber Company 
Contract Cancellation Procedure, July 143 
Ordnance 
Contract Distribution, Jan 12 
Orders 
Unfilled, May 95 


le 
“Package, Improving the,” Sept 225 
Paper 
Production 


See Business Indicators, Selected 
Paper and Pulp, Mar 55; May 104; July 166; 
Aug 194 
Paper Industry 
See Business Experience 
Paperboard 
Production 
See Business Indicators, Selected 
Payrolls 
War Industry and Nonwar Industry, by 
States, 1939 and 1943, Sept 222 
“Peacetime Selling,” (Business Experience), 
Nov 283 
Penicillin, Nov 300 
Petroleum 
Crude Production, Jan 11; May 103 
Finished Products Production, Jan 11 
Output and Stocks, Mar 54; Apr 75; July 165 
See also Business Experience; Business Indi- 
cators, Selected 
Plant Expansion 
Government Financed, May 99 
Population 
Civilian, by States, Sept 223 
“Population Trends, Current,” Feb 34 


“Post-cancellation Employment,” (Business Ex- 
perience), July 146 

Postwar 
Aircraft Estimates, Apr 74 
Automotive Industry, Feb 29 
Capital Expenditures, Mar 47 
Chemicals Industry, Sept 233 
Construction, Oct 265 
Construction Bill, June 134 
Disposal Machine Tools, Mar 54 
“Distribution after the War,” June 123 
Highway Construction Bill, May 117 
Labor Force, June 132 
Refunds, Oct 277 
Trade Financing, Mar 58 
Tax Plans, Aug 185 


Powder 
Production, May 104 
Power Output 
Geographic Regions, May 102 
Rise Checked, Aug 190 
Prices 
Asia and Neutral Europe, Aug 181 
Distribution and, Feb 26 
Latin America, July 150 
Retail, Jan 7; Mar 52 
See also Business Indicators, Selected 
Scrap Metal, Sept 232 
Sensitive Farm Commodity 
See Business Indicators, Selected 
Sensitive Industrial Commodity 
See Business Indicators, Selected 
Wholesale, Jan 7, 8; Mar 52; Apr 71; May 101; 
June 128 
“Pricing, Renegotiation Experience and Close,” 
Sept 211 
“Product Servicing, Cost of,” Nov 289 


Production 

Industrial 

See Business Indicators, Selected 

Munitions 

_ See Business Indicators, Selected 

in 1943, Jan 6 

Outlook, Jan 3 
“Production, Measuring Industrial,” July 159 
Productivity, May 96 
Profits 

Corporate, July 157 

Effects of Renegotiation on, Sept 212 

Trends, Jan 3 
Property 

United States Owned Foreign, Apr 79 
Public Debt, Feb 42; Mar 61; Apr 89; May 118 
Public Utilities 

Corporate Profits in, July 157 


Q 
Quarrying 
See Business Experience—Mining and Quarry- 
ing 
R 
Railroads 


Freight Carloadings, Jan 9; Oct 263 
Labor Shortage, Mar 54 
Revenues, Oct 263 
Security Prices and Yields 
See Business Indicators, Selected 
“Railroad Carloadings and Income,” Oct 263 
Railroad Equipment 
See Business Experience 
Raw Materials 
Prices of 
See Business Indicators, Selected 
“Rayon Demand Exceeds Record Output,” 
Nov 307 
Rayon Yarn 
Consumption 
See Business Indicators, Selected 
Reconversion, Feb 26; June 126; July 162; 
Sept 228; Oct 253; Nov 288 
Costs, Nov 319 
Renegotiation 
Experience, Jan 11 
“Renegotiation Experience and Close Pricings,” 
(Business Experience), Sept 211 
“Research Department, An Industrial,” Oct 247 
Retail Drug Store Sales, Nov 301 


Retail Trade 
See Business Indicators, Selected 


Rubber 
Crude Supplies, Jan 11 
Synthetic Capacity, Jan 11 
Synthetic Costs, June 129 
Synthetic Scrap, May 104 
See also Business Experience 


Ruml-Sonne Postwar Tax Plan, Aug 186 


S 


Sales 
Department Store, Jan 7; Feb 26; Mar 52; 
Apr 71; May 101; June 126 
Independent Retailers, May 101 
Retail, Apr 71; July 166; Oct 261 
Retail, by States, 1939 and 1943, Sept 223 


Scrap Metal Prices, Sept 232 
Selected Business Indicators 

See Business Indicators, Selected 
“Selling, Peacetime,” Nov 283 
Semimanufactured Articles 


Prices of 
See Business Indicators, Selected 


4 


ee 
Shipbuilding 
Deliveries of Merchant Ships, Feb 29; May 
101, 103 
‘Merchant Ship Demand, Sept 234 
Output, Jan 9 
Production Index, July 161 
Shipments and Inventories, Manufacturers’ Or- 
ders, Jan 7; Feb 27; Mar 52; Apr 71; May 103; 
June 126; July 162; Aug 189; Sept 236; 
Oct 261; Nov 306 
Shoes 
Civilian Output, Apr 75 
and Leather 
See Business Experience 
‘Significant Industrial Trends”, (Business Experi- 
ence), May 95 
Small Business, Sept 226 
“Small Business, Working Capital for,” Nov 313 
Social Security Reserves, Nov 298 


Soviet Russia 
Budget, Mar 59 
Steel 
Ingot Capacity, Feb 30 
Ingot Production, Jan 8; Apr 73; May 102; 
June 128 
Orders, Mar 53 
Output and Employment, Apr 74 
See also Business Experience; Business Indi- 
cators, Selected 


Stock Prices, Jan 7; Feb 27; Apr 73; May 101; 
June 128; July 162 

Stocks 
Department Store, Jan 7 

Strikes, Jan 17; Feb 39; Mar 56; Apr 84; May 
111; June 131; July 169; Sept 239 

Subsidies 
British Food, Mar 58 

Sulfa Drugs, Nov 360 


Sweden 
Swedish-German Trade Treaty, Jan 14 


T 


“Tax Carry-backs, Carry-overs and Refunds,” 
Oct 269 
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Taxes 
Corporation, Mar 61 
Postwar, Aug 185 
Simplification, Mar 60 
“Tax Outlook, The,’ Nov 298 
“Tax Relief: Business Cycle Basis,” Oct 255 


Textiles 
Cotton, Oct 264 
Fibre Consumption, July 166 
Labor Shortage in, June 129 
Rayon, Nov 307 
See also Business Experience 
Trade 
Corporate Profits in, July 157 
Retail, July 166 
Transportation, Mar 50 
Equipment, Production of 
See Business Indicators, Selected 


U 
Unemployment 
Compensation, Postwar, Aug 198 
“Upturn of Interest Ratio,” July 155 
Utilities 
Security Prices and Yields 
See Business Indicators, Selected 


V 
Variety Store Sales 
See Business Indicators, Selected 
Veterans 
“Business Activity and the G. I. Bill,” 
Aug 175 
Demobilization, Aug 184 


Vitamins, Nov 301 


Ww 
Wage Rate Increases, Jan 18; Feb 37; Mar 63; 
Apr 83; Nov 309 
“War Activity, Industrial Centers of,” July 167 
“War and The Miracle Drugs,” Nov 300 
War Contracts 
Cancellation, July 143 
Major Industrial Areas, July 167 
in 1944, June 135 
State Distribution, May 112 


War Contracts—Continued 
Regional Repercussions, Sept 220 
Terminations, May 99 
in Third Quarter, Nov 299 
“War Contract Developments,” Jan 11 
“War Contracts, Distribution of” Feb 31 
War Costs 
See Business Indicators, Selected 
War Expenditures, Jan 15; Feb 24, 41; Mar 60; 
Apr 70; May 99, 117; June 134 
War Industries 
Employment in, July 168 
Payrolls, Sept 222 
War Manpower Commission, June 126 
War Material Costs, Apr 74 
War Output, Feb 26; Aug 189 
War Plant 
Cost of, Aug 199 
Government Financed, Sept 221 
Location of Disposable, Oct 258 


War Production Board, Sept 224 
War Production Indexes, Sept 236 
War Savings 
Bond Sales, Jan 16; Feb 42; Mar 62; Apr 89; 
May 110; June 134 
War Surpluses, Aug 195 
“‘Webb-Pomerene Export Associations, 1918- 
1944,’ Nov 295 
Winchester, J. H. and A. B. Bourquard, “C-Day 
Cash or Chaos,” by, July 143 
Wool, Feb 30 
Consumption 
See Business Indicators, Selected 
“Working Capital for Small Business,’ Nov 313 


“World Trade, Merchant Fleets in,” July 159 


Z 
Zine 
Production and Domestic Shipments, Jan 8; 
Feb 29; Mar 53; Apr 73; May 102; July 164 
See also Business Indicators, Selected 


